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DEFINED TERMS

The following is a list of frequently used abbrdigas or acronyms that are found in this Form 10-K:

2016 IPALCO Notes
2018 IPALCO Notes
AES

AES U.S. Investments

Amended and Restated By-laws

ARO
ASC
ASU
BACT
BTA
CAA
CAIR
CCR
CCGT
CCT
CDPQ
COo,
COsO
CPCN
Credit Agreement

CSAPR
CWA
Defined Benefit Pension Plan
DSM
ECCRA
ELGs
EPA
EPAct
ERISA
EUSGUs
FAC
FASB
FERC
FGDs
FTRs
GAAP
GHG
IBEW
IDEM
IOSHA
IPALCO
IPL

IPL Funding
IURC

$400 million of 7.25% Senior SecNotes due April 1, 2016
$400 million of 5.00% Senior SeclNotes due May 1, 2018
The AES Corporation
AES U.S. Investments, Inc.
Amended and Restatdais of IPALCO Enterprises, Inc.
Asset Retirement Obligations
Accounting Standards Codification
Accounting Standards Update
Best Achievable Control Technology
Best Technology Available
U.S. Clean Air Act
Clean Air Interstate Rule
Coal Combustion Residuals
Combined Cycle Gas Turbine
Clean Coal Technology
La Caisse de dépbt et placement du Québec
Carbon Dioxide
Committee of Sponsoring Organizations of treadway Commission
Certificate of Public Convenience and Necgssit
$250,000,000 Revolving Credit i#es Amended and Restated Credit
Agreement by and among Indianapolis Power & Lightmpany, the
Lenders Party thereto, PNC Bank, National Assamatas Administrative
Agent, PNC Capital Markets LLC, as Sole Bookrunaxed Sole Lead
Arranger, Fifth Third Bank, as Syndication Agendd@MO Harris Bank
N.A., as Documentation Agent, Dated as of May @40
Cross-State Air Pollution Rule
U.S. Clean Water Act
Employees’ Retirenfdan of Indianapolis Power & Light Company
Demand Side Management
Environmental Compliance Cost Recovery Aufjusnt
Effluent Limitation Guidelines
U.S. Environmental Protection Agency
Energy Policy Act of 2005
Employee Retirement Income Security Act 0749
Electric Utility Steam Generating Units
Fuel Adjustment Clause
Financial Accounting Standards Board
Federal Energy Regulatory Commission
Flue-Gas Desulfurizations
Financial Transmission Rights
Generally accepted accounting principles althnited States
Greenhouse Gas
International Brotherhood of Electrical Worker
Indiana Department of Environmental Management
Indiana Occupational Safety and Health Adsthaition
IPALCO Enterprises, Inc.
Indianapolis Power & Light Company
IPL Funding Corporation
Indiana Utility Regulatory Commission




kWh

MATS
Mid-America
MISO

MW

NAAQS
NERC

NOV

NOy

NPDES
NSPS
Pension Plans

PSD

Purchasers

RCRA

Receivables Sale Agreement

RFC

RSG

RSP

SEA 340

SEC

Service Company

SO,

Supplemental Retirement Plan

Third Amended and Restated
Articles of Incorporation

Thrift Plan

u.s.

U.S. SBU

Kilowatt hours
Mercury and Air Toxics Standards
Mid-America Capital Resources, Inc.
Midcontinent Independent System Operator, Inc.
Megawatts
National Ambient Air Quality Standards
North American Electric Reliability Corporatio
Notice of Violation
Nitrogen Oxides
National Pollutant Discharge Elimination &yst
New Source Performance Standards
Employees’ Retirement Plan of InglialiePower & Light Company and
Supplemental Retirement Plan of Indianapolis Paswverght Company
Prevention of Significant Deterioration
Citibank, N.A. and its affiliate, CRGhéung, LLC
Resource Conservation and Recovery Act
Second Amended andi®®&Raceivables Sale Agreement, dated as of June
25, 2009, as amended, as described herein
ReliabilityFirst Corporation
Revenue Sufficiency Guarantee
AES Retirement Savings Plan
Senate Enrolled Act 340
Securities and Exchange Commission
AES U.S. Services, LLC
Sulfur Dioxides
Supplemental Retireflkan of Indianapolis Power & Light Company
Third Amended and Restated Articles of Incorporatié IPALCO
Enterprises, Inc.
Employees’ Thrift Plan of IndianapoR®wer & Light Company
United States of America
AES U.S. Strategic Business Unit




PART |

Throughout this document, the terms “we,” “us,” dodr” refer to IPALCO and its consolidated subaitks.
IPALCO is owned by AES U.S. Investments and CDP@,n@w minority interest holder. AES U.S. Investisen
owned by AES (85%) and CDPQ (15%).

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includderward-looking statementsiwithin the meaning of the Private
Securities Litigation Reform Act of 1995 including,particular, the statements about our planatesiies and
prospects under the headingtefm 1. Business,” “Item 5. Market for Registran€®@mmon Equity, Related
Stockholder Matters and Issuer Purchase of Equagu8ities” and“ltem 7. Management’s Discussion and Analysis
of Financial Condition and Results of OperationBdrward-looking statements express an expectatidelef and
contain a projection, plan or assumption with rdgar among other things, our future revenues,rimecexpenses

or capital structure. Such statements of futurentsver performance are not guarantees of futur@peance and
involve estimates, assumptions and uncertainties.Words “could,” “may,” “predict,” “anticipate,"would,”
“believe,” “estimate,” “expect,” “forecast,” “prog,” “objective,” “intend,” “continue,” “should,” plan,” and

similar expressions, or the negatives thereofjraesded to identify forward-looking statements.
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Some important factors that could cause our acasallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesategr

= impacts of renewable energy generation, naturapgass and other market factors on wholesale grice

= weather-related damage to our electrical system;

= fuel, commodity and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitglarapacity;

= purchased power costs and availability;

= availability and price of capacity;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by theJUR

= federal and state legislation and regulations;

= changes in our credit ratings or the credit ratiofg8ES;

= fluctuations in the value of pension plan assédstdations in pension plan expenses and our wldlit
fund defined benefit pension and other post-retieinplans;

= changes in financial or regulatory accounting pesic

= environmental matters, including costs of compleangth current and future environmental laws and
requirements;

= interest rates, inflation rates and other costsapftal;

= the availability of capital;

= the ability of subsidiaries to pay dividends ontdlmitions to IPALCO;

= level of creditworthiness of counterparties to cacts and transactions;

= labor strikes or other workforce factors, includithg ability to attract and retain key personnel;

= facility or equipment maintenance, repairs andtehpxpenditures;

= significant delays or unanticipated cost increass®ciated with large construction projects;

= the availability and cost of funds to finance waikicapital and capital needs, particularly duriegqds
when the time lag between incurring costs and regois long and the costs are material;

= local economic conditions;

= catastrophic events such as fires, explosions reytbecks, terrorist acts, acts of war, pandeménesy or
natural or man-made disasters such as floodsgeemitks, tornadoes, severe winds, ice or snow storms
droughts, or other similar occurrences;

= costs and effects of legal and administrative pedo®ggs, audits, settlements, investigations arnichsland
the ultimate disposition of litigation;

= industry restructuring, deregulation and compatitio




= issues related to our participation in the MIS@Juding the cost associated with membership, atiosa
of costs, the recovery of costs incurred, and igleaf default of other MISO participants;

changes in tax laws and the effects of our stratetyi reduce tax payments;

the use of derivative contracts;

product development, technology changes, and clsanggices of products and technologies; and
other factors listed or discussed Itetn 1A.Risk Factors”and/or‘ltem 7. Management'’s Discussion and
Analysis of Financial Condition and Results of Gyiems” of this Form 10-K.

Most of these factors affect us through our constéid subsidiary, IPL. All such factors are difftdo predict,
contain uncertainties that may materially affe¢tiatresults and many are beyond our control. Exaspequired
by the federal securities laws, we undertake n@atibn to publicly update or review any forwardaking
information, whether as a result of new informatifuture events or otherwise. If one or more fodveroking
statements are updated, no inference should bendret/additional updates will be made with respe¢hose or
other forward-looking statements.

ITEM 1. BUSINESS

OVERVIEW

IPALCO is a holding company incorporated underléves of the state of Indiana in 1983. Our principabsidiary
is IPL, a regulated electric utility with its custer base concentrated in Indianapolis, Indianastnitially all of
our business consists of the generation, transomisdistribution and sale of electric energy conddahrough IPL.
Our total electric revenues and net income folfis@l year ended December 31, 2014 were $1.3bidind $78.0
million, respectively. The book value of our totalsets as of December 31, 2014 was $3.7 billidrofAdur
operations are conducted within the U.S. in theestéIndiana. Please see Note ‘Begment Informationto the
audited Consolidated Financial Statements of IPALE@tem 8. Financial Statements and SupplementaryaDat
included in this Form 10-K.

Our principal executive offices are located at ®fanument Circle, Indianapolis, Indiana 46204, andtelephone
number is (317) 261-8261. Our Internet website asklrs www.iplpower.com. The information on our siebis
not incorporated by reference into this report.

IPL

IPALCO owns all of the outstanding common stockRif. IPL was incorporated under the laws of théestd
Indiana in 1926. IPL is engaged primarily in getie transmitting, distributing and selling eléctenergy to
approximately 480,000 customers in the city of &amdipolis and neighboring areas within the statadifina; with
the most distant point being about 40 miles frodidnapolis. IPL has an exclusive right to provitkctic service
to those customers. IPL’s service area covers digfisquare miles with an estimated populatiorppfeximately
928,000. IPL owns and operates four generatingpstTwo of the generating stations are primardgl-fired.
The third station has a combination of units tre coal (base load capacity) and natural gas and/geaking
capacity) for fuel to produce electricity. The fdustation is a small peaking station that usesfiged combustion
turbine technology for the production of electrcitPL’s net electric generation capacity for winie 3,241 MW
and net summer capacity is 3,123 MW. IPL’s genemtiransmission and distribution facilities aretlier
described undeittem 2. Properties.”There have been no significant changes in thecservendered by IPL
during 2014.

The electric utility business is affected by seasaveather patterns throughout the year and, tbexethe operating
revenues and associated operating expenses agemeraited evenly by month during the year. IPL'sifess is not
dependent on any single customer or group of custerAdditionally, retail kWh sales, after adjustrsefor
weather variations, have historically been impatigdhanges in service territory economic actiaigywell as the
number of retail customers we have. For the tensyeading in 2014, IPL’s retail kWh sales have dased at a
compound annual rate of 0.4%. Conversely, the numbeur retail customers grew at a compound anratal of
0.4% during that same period. Going forward, weeexpnodest retail kWh sales growth annually, wiéch
negatively impacted by our demand-side managenmegtams and other energy efficiency mandates. Pleas



“ltem 7. Management's Discussion and Analysis ofdficial Condition and Results of Operations — Ratgury/
Matters — DSM”for more details. IPL’s electricity sales for 20th@ough 2014 are set forth in the table of statit
information included at the end of this section.

IPL is a transmission company member of RFC. RF@hé&s of eight Regional Reliability Councils undee NERC,
which has been designated as the Electric Religldliganization under the EPAct. RFC seeks to pvesand
enhance electric service reliability and securythe interconnected electric systems within tRe&€Rjeographic
area by setting and enforcing electric reliabisitgndards. RFC members cooperate under agreernenigrnent
the reliability of its members’ electricity suppdystems in the RFC region through coordinatiorhefglanning and
operation of the members’ generation and transomidsicilities. Smaller electric utility systemsdapendent power
producers and power marketers can participatellas@mbers of RFC. In addition, IPL is one of many
transmission system owner members of MISO, a redimansmission organization which maintains fumrail
control over the combined transmission systemssahembers and manages one of the largest enemtpet®ian
the U.S. IPL participates in the MISO’s energy apérating reserves markets and each asset owrdvesc
separate day-ahead, real-time, and FTRs markédreetit statements for each operating day (B#80
Operations for more details).

REGULATORY MATTERS
Regulation

IPL is subject to regulation by the IURC with respi® the following: our services and facilitiestail rates and
charges; the valuation of property; the construstpurchase, or lease of electric generating fasti the
classification of accounts; rates of depreciattbe;issuance of securities (other than indebtedueagsble less than
twelve months after the date of issue); the actjoinsand sale of some public utility propertiessecurities; and
certain other matters. The regulatory power ofithiRC over our business is both comprehensive apidal/ of the
traditional form of regulation generally imposeddigte public utility commissions.

In addition, IPL is subject to the jurisdictiontble FERC with respect to, among other things, steonh borrowings
not regulated by the IURC, the sale of electrieityvholesale, the transmission of electric enengpterstate
commerce, the classification of accounts, religbgtandards, and the acquisition and sale otyplioperty in
certain circumstances as provided by the FedensbPAct. As a regulated entity, IPL is requirecus® certain
accounting methods prescribed by regulatory bodhgsh may differ from those accounting methods nexflito be
used by non-regulated entities. We maintain oukb@md records consistent with GAAP reflectingithpact of
regulation. See Note 25ummary of Significant Accounting Policies3 the audited Consolidated Financial
Statements of IPALCO ifitem 8. Financial Statements and SupplementaryaDacluded in this Form 10-K.

We are also affected by the regulatory jurisdictbthe EPA, at the federal level, and the IDEMthat state level.
Other significant regulatory agencies affectingnetude, but are not limited to, the NERC, the UD&partment of
Labor, and the IOSHA.

Please setem 7. Management’s Discussion and Analysis afdficial Condition and Results of Operations —
Regulatory Matters'for a more comprehensive discussion of regulateajters impacting us.

Retail Ratemaking

IPL’s tariff rates for electric service to retailstomers consist of basic rates and charges whécked and approved
by the IURC after public hearings (see below).ddition, IPL’s rates include various adjustment hreedsms
including, but not limited to, those to reflect clges in fuel costs to generate electricity or paseld power prices,
referred to as the FAC and for the timely recovargosts incurred to comply with environmental laavsl
regulations referred to as ECCRA. Each of thes# tate components may be set and approved bjURE in
separate proceedings at different points in tinoe.@xample, FAC proceedings occur on a quarterdjshend the
ECCRA proceedings occur on a semi-annual basiselbemponents function somewhat independently ef on
another, but the overall structure of our ratesaratges would be subject to review at the timargfreview of our
basic rates and charges. Our basic rates and sharge last adjusted in 1996; however, IPL filguettion with



the IURC on December 29, 2014, for authority taéase its basic rates and charges by approxinmbé&ls

million annually, or 5.6%. An order on this procagpwill likely be issued by the IURC in the fourtjuarter of
2015 with any rate change expected to become eféeloy early 2016. No assurances can be given tieto
outcome of this proceeding. Please ‘$&mm 7. Management's Discussion and Analysis efdficial Condition and
Results of Operations — Regulatory Mattefst a more detailed discussion of our basic ratearges and material
adjustment mechanisms.

MISO OPERATIONS

IPL is one of many transmission system owner memimeMISO. MISO is a regional transmission orgatia
which maintains functional control over the comlgitensmission systems of its members and managesfdhe
largest energy and ancillary services marketsertts. MISO policies are developed, in part, throagstakeholder
process in which we are an active participant. @& our participation in this process primarilyigms that
could impact our customers, results of operatitinancial condition and cash flows. Additionallyevattempt to
influence MISO and FERC policy by filing commentgMISO, the FERC or the IURC.

MISO has functional control of our transmissioniliies and our transmission operations are integravith those
of MISO. Our participation and authority to sell elbsale power at market-based rates are subjéoe tBERC
jurisdiction. Transmission service over our fa@ktis provided through the MISQ’s tariff.

As a member of the MISO, we offer our availablectleity production of each of our generation asseto the
MISO day-ahead and real-time markets. MISO dispetgfeneration assets in economic order considering
transmission constraints and other reliability esto meet the total demand in the MISO region. M&gttles
hourly offers and bids based on locational margimades, which is pricing for energy at a givendtien based on a
market clearing price that takes into account pafdimitations, generation, and demand throughloetMISO
region. MISO evaluates the market participantsrgpeffers and demand bids optimizing for energg ancillary
services products to economically and reliably disp the entire MISO system. The IURC has authdriBé to
recover, through FAC proceedings, the fuel portibits costs from MISO, including all specificaligentifiable
ancillary services market costs, and to defer cedperational, administrative and other costs fidiB8O and seek
recovery in IPL’s next basic rate case proceediingal MISO costs deferred as long-term regulat@msess were
$110.5 million and $97.5 million as of December 3014 and December 31, 2013, respectively.

We have preserved our right to withdraw from MIS@tndering our Notice of Withdrawal (subject te fRERC
and the IURC approval). We have made no decisiaeék withdrawal from MISO at this time. We willitmue to
assess the relative costs and benefits of beings®Nhember, as well as actively advocate for ositjpms
through the existing MISO stakeholder process arfdings at the FERC or IURC.

Please see alstitem 7. Management’s Discussion and Analysis ofdricial Condition and Results of Operations
— Regulatory Matters.”

ENVIRONMENTAL MATTERS

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazrdous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, eosjon or
revocation of permits and/or facility shutdowns.

The section Environmental Matters'in “ltem 7. Management's Discussion and Analysis ofdficial Condition
and Results of Operationglescribes environmental laws, potential changesiironmental laws and other risks
that we believe may be significant to our busiressell as a NOV and Finding of Violation from tBEA
pursuant to the CAA Section 113(a). The NOV mayltds a fine and/or costs associated with theailtestion of
additional pollution control technology systems /ancgupplemental environmental projects, which ddag



material. The discussion in Item 7 also includesent®tail on our plan to comply with EPA’s 2012ertih establish
maximum achievable control technology standardséotain hazardous air pollutants regulated urtae=CtAA
emitted from coal and oil-fired electric utilitidlsnown as MATS. It also discusses updated perrgittaguirements
in two 2012 NPDES permits. We expect to incur mat@osts, both in capital expenditures and ongoipgrating
and maintenance costs, to comply with the MATS awld NPDES permit requirements, and, to a lessentto
which we cannot predict, other expected environalaegulations related to: CCR; cooling water ieaMAAQS;
GHG emissions from power plants; the Clean Powan;Rhe CSAPR; and ELGs. We expect to seek regmfer
both capital and operating costs related to suahptiance, although there can be no assurance thatould be
successful.

ENERGY SUPPLY

Approximately 99% of the total kWh we generated Wwam coal in each of 2014, 2013 and 2012. Ourtiexjcoal
contracts provide for all of our current projectedquirements in 2015 and approximately 84% fortinee-year
period ending December 31, 2017. We have long-terah contracts with four suppliers. ApproximateB24 of our
existing coal under contract for the three-yeaiqukending December 31, 2017 comes from one supplie have
two contracts with this supplier, which employs naronized labor, for the provision of coal fronufeseparate
mines. Pricing provisions in some of our long-termal contracts allow for price changes under certai
circumstances. Substantially all of our coal isently mined in the state of Indiana, and all of coal supply is
mined by unaffiliated suppliers or third partiesur@oal is to carry a 25-50 day system supply af to offset
unforeseen occurrences such as equipment breakdowlrtsansportation or mine delays.

Natural gas and fuel oil provided the remaining k@émeration. Natural gas is used in our combustidrines.
Fuel oil is used for start-up and flame stabiliaatin coal-fired generating units, as primary firetwo older
combustion turbines, and as an alternate fuel imd@mbustion turbines.

Additionally, we meet the electricity demands of oetail customers with power purchased under vaind solar
energy power purchase agreements and by purchebS0O. We are committed under two separate power
purchase agreements to purchase approximately 39®Mvind-generated electricity. We have 97 MW olss-
generated electricity in our service territory undentract in 2015, of which 82 MW was in operatamof
December 31, 2014.

Total electricity sold to our retail customers 012 came from the following sources: IPL-owned doad steam
generation of 92.1%, IPL-owned natural gas turbofe® 6%, wind power purchases of 3.6%, solar power
purchases of 0.6%, and the remaining 3.1% fronwti@esale power market.

SERVICE COMPANY

In December 2013, an agreement was signed, efedtimuary 1, 2014, whereby the Service Companynbega
providing services including accounting, legal, laummesources, information technology and otheraraite
services on behalf of companies that are parteofils. SBU, including among other companies, IPALE@ IPL.
The Service Company allocates the costs for therséces based on cost drivers designed to restdiriand
equitable allocations. This includes ensuring thatregulated utilities served, including IPL, ac# subsidizing
costs incurred for the benefit of non-regulatediesses.

EMPLOYEES

As of January 31, 2015, IPL had 1,401 employeeshafm 1,308 were full time. Of the total employe®30 were
represented by the IBEW in two bargaining unitphgisical unit and a clerical-technical unit. In Redry 2014, the
membership of the IBEW clerical-technical unit fiatl a three-year labor agreement with us thatrespin
February 20, 2017. In December 2012, the IBEW miaysinit ratified a three-year agreement with @ gxpires
on December 14, 2015. Both collective bargainingagents shall continue in full force and effeotiryear to
year unless either party provides prior writtenigeat least sixty (60) days prior to the expinmatior anniversary
thereof, of its desire to amend or terminate theagent. As of January 31, 2015, neither IPALCOaroy of its
majority-owned subsidiaries other than IPL had employees.



STATISTICAL INFORMATION ON OPERATIONS

The following table of statistical information pesds additional data on our operations:

Year Ended December 31,

2014 2013 2012 2011 2010
Operating RevenuegIn Thousands):
Residential $ 485,779 $ 472,630 $ 466,294 $ 438,204 $ 427,899
Small commercial and industrial 193,213 185,241 183,681 174,934 170,345
Large commercial and industrial 527,719 504,038 510,669 482,223 455,458
Public lighting 10,811 10,743 10,872 10,910 10,857
Retail electric revenues 1,217,522 1,172,652 1,171,516 1,106,271 1,064,559
Wholesale 83,208 62,734 37,822 43,181 60,964
Miscellaneous 20,944 20,348 20,439 22,472 19,380
Total utility operating revenues $321,674 $ 1,255,734 $ 1,229,777 $ 1,171,924 $ 1,144,903
kwh Sales(In Millions):
Residential 5,269 5,243 5,144 5,266 5,501
Small commercial and industrial 1,888 1,882 1,862 1,887 1,957
Large commercial and industrial 6,778 6,841 6,945 7,012 7,086
Public lighting 59 63 64 64 65
Sales — retail customers 13,994 14,029 14,015 14,229 14,609
Wholesale 2,397 2,005 1,308 1,418 1,928
Total kwh sold 16,391 16,034 15,323 15,647 16,537
Retail Customers at End of Year
Residential 427,866 424,201 419,867 417,153 416,276
Small commercial and industrial 47,534 47,360 47,108 46,974 46,844
Large commercial and industrial 4,749 4,727 4,645 4,630 4,628
Public lighting 945 935 957 954 948
Total retail customers 481,094 477,223 472,577 469,711 468,696
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ITEM 1A. RISK FACTORS

Investors should consider carefully the followimgkrfactors that could cause our business, opeyatisults and
financial condition to be materially adversely attsd. New risks may emerge at any time, and weatgmedict
those risks or estimate the extent to which they affect our business or financial performance.sehesk factors
should be read in conjunction with the other dethihformation concerning IPALCO and IPL set fadritithe Notes
to audited Consolidated Financial Statement$tém 8. Financial Statements and SupplementaryaDa&nd in
“Iltem 7. Management's Discussion and Analysis ofdficial Condition and Results of Operatiort®rein. The
risks and uncertainties described below are nobtity ones we face.

Our electric generating facilities are subject to perational risks that could result in unscheduled fant
outages, unanticipated operation and/or maintenancexpenses, increased fuel or purchased power coatsd
other significant liabilities for which we may or may not have adequate insurance coverage.

We operate coal, oil and natural gas generatinitfas, which involve certain risks that can adsely affect energy
costs, output and efficiency levels. These riskduige:

= increased prices for fuel and fuel transportatigexésting contracts expire or as such contraets ar
adjusted through price re-opener provisions orraat& adjustments;

= unit or facility shutdowns due to a breakdown dluf@ of equipment or processes;

= disruptions in the availability or delivery of fuehd lack of adequate inventories;

= labor disputes;

= reliability of our suppliers;

= inability to comply with regulatory or permit regqements;

= disruptions in the delivery of electricity;

= the availability of qualified personnel;

= operator error; and

= catastrophic events such as fires, explosions,reytb&cks, terrorist acts, acts of war, pandeméenés; or
natural or man-made disasters such as floods,cemitles, tornadoes, severe winds, ice or snow storms
droughts, or other similar occurrences affectinggenerating facilities.

The above risks could result in unscheduled platages, unanticipated operation and/or maintenaxgenses,
increased capital expenditures, and/or increaselcafid purchased power costs, any of which cowe hamaterial
adverse effect on our operations. If unexpectedtmatages occur frequently and/or for extendeébgsrof time,
this could result in adverse regulatory action andéduced wholesale revenues.

Additionally, as a result of the above risks angeotpotential hazards associated with the poweergdion industry,
we may from time to time become exposed to sigaifidiabilities for which we may not have adequasrance
coverage. Power generation involves hazardousi@gesivincluding acquiring, transporting and unlmagfuel,
operating large pieces of rotating equipment adiveling electricity to transmission and distrikariisystems. In
addition to natural risks, such as floods, eartkgaatornadoes, severe winds, ice or snow storihsiarughts,
hazards, such as fire, explosion, collapse and mahfailure, are inherent risks in our operatissch may
occur as a result of inadequate internal processetsnological flaws, human error or certain exaéavents. The
control and management of these risks depend upequate development and training of personnel artti®
existence of operational procedures, preventatiamtenance plans and specific programs supporteplialty
control systems which reduce, but do not elimintte possibility of the occurrence and impact efstrisks.

The hazardous activities described above can alssecsignificant personal injury or loss of lifeyere damage to
and destruction of property, plant and equipmeorfamination of, or damage to, the environmentsurspension
of operations. The occurrence of any one of thegeats may result in our being named as a defenddavsuits
asserting claims for substantial damages, envirotmheleanup costs, personal injury and fines angénalties.
We maintain an amount of insurance protectionweabelieve is adequate, but there can be no agsuthat our
insurance will be sufficient or effective under @licumstances and against all hazards or liadslito which we
may be subject. A successful claim for which weraefully insured could hurt our financial resuisd materially
harm our financial condition. In addition, except fPL’s large substations, transmission and distion assets are
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not covered by insurance and are considered taitséde the scope of property insurance. Further,tduising
insurance costs and changes in the insurance marketcannot provide assurance that insurance ageenill
continue to be available on terms similar to thoesently available to us or at all. Any such Issset covered by
insurance could have a material adverse effecuofiimancial condition, results of operations aaglt flows.

We may not always be able to recover our costs taqvide electricity to our retail customers.

We are currently obligated to supply electric egdmretail customers in our service territory. farime to time
and because of unforeseen circumstances, the deovagiéctric energy required to meet these ohiligetcould
exceed our available electric generating capadityen our retail customer demand exceeds our gémgiEpacity
for units operating under MISO economic dispateleprery of our cost to purchase electric energhénMISO
market to meet that demand is subject to a stijpma@nd settlement agreement. The agreement irckude
benchmark which compares hourly purchased powes toslaily natural gas prices. Purchased powes @ixve
the benchmark must meet certain criteria in ordewus$ to fully recover them from our retail customesuch as
consideration of the capacity of units availabléat selected by the MISO economic dispatch. Assalt, we may
not always have the ability to pass all of the pased power costs on to our customers, and evendire able to
do so, there may be a significant delay betweetitte the costs are incurred and the time the @stsecovered.
Since these situations most often occur duringoplsrof peak demand, the market price for electrargy at the
time we purchase it could be very high under tl®eimstances, and we may not be allowed to recaivef such
costs through our FAC. Even if a supply shortage lréef, we could suffer substantial losses thatdtcadversely
affect our results of operations, financial coratitand cash flows. Please s$dem 7. Management’s Discussion
and Analysis of Financial Condition and Result©gkrations — Regulatory Matters — FAC and Authatiaemnual
Jurisdictional Net Operating Incomebr additional details regarding the benchmark #edprocess to recover fuel
costs.

Substantially all of our electricity is generated ly coal and approximately 45% of our supply of coatomes
from one supplier.

Approximately 99% of the total kWh we generated Wwam coal in each of 2014, 2013 and 2012. Ourtiexjcoal
contracts provide for all of our current projectequirements in 2015 and approximately 84% forttinee-year
period ending December 31, 2017. Although we hamg-term coal contracts with four suppliers, prigin
provisions in some of our long-term coal contradksw for price changes under certain circumstances
Accordingly, because of our substantial dependenceoal to meet customer demand for electricity,business
and operations could be materially adversely adfiétty continued price volatility in the coal markatice increases
pursuant to the provisions of certain of our loagtt coal contracts, and the continued regulatodypatitical
scrutiny of coal. As discussed below, regulatodditipians and non-governmental organizations hexgressed
concern about GHG emissions and are taking actitnch, in addition to the potential physical risksaciated with
climate change, could have a material adverse itaour consolidated results of operations, fim@nmondition
and cash flows.

In addition, substantially all of our coal suppsydurrently mined in the state of Indiana, and&dur coal supply is
mined by unaffiliated suppliers or third partiesur@oal is to carry a 25-50 day system supply af to offset
unforeseen occurrences such as equipment breakdowlrtsansportation or mine delays. Moreover, axiprately
45% of our existing coal under contract for theetiyear period ending December 31, 2017 comesdreimgle
supplier. Any significant disruption in the abilibf our suppliers, particularly our most signifitaupplier, to mine
or deliver coal, or any failure on the part of suppliers to fulfill their contractual obligatiots deliver coal,
particularly disruptions in the ability or failures the part of our suppliers to fulfill their coattual obligations,
could have a material adverse effect on our busiriaghe event of disruptions or failures, thema be no
assurance that we would be able to purchase pawirdoanother supplier of coal on similarly favbla terms,
which could also limit our ability to recover fuebsts through the FAC proceedings.

Commodity price changes may affect the operating sts and competitive position of our business.
Our business is sensitive to changes in the pficea, the primary fuel we use to produce eleittri@and to a

lesser extent, to the changes in the prices ofalagas, purchased power and emissions allowahtasldition,
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changes in the prices of steel, copper and othenraterials can have a significant impact on owtx0Any
changes in coal prices could affect the prices age, our operating costs and our competitivetiposivith
respect to our products and services. While we bapeoximately 84% of our current coal requireméotghe
three-year period ending December 31, 2017 undhey-term contracts, the balance is yet to be pusthasd will
be purchased under a combination of long-term eotgr short-term contracts and on the spot mafkites can be
highly volatile in both the short-term market andtbe spot market. Pricing provisions in some aflong-term
coal contracts allow for price changes under certacumstances. We are also dependent on purcipasest, in
part, to meet our seasonal planning reserve mar@msexposure to fluctuations in the price of dedimited
because pursuant to Indiana law, we may applygdUWiRC for a change in our FAC every three monthetover
our estimated fuel costs, which may be above avbéhe levels included in our basic rates. In addjtwe may
generally recover the energy portion of our puredgsower costs in these quarterly FAC proceedinbfest to a
benchmark (as discussed‘item 7. Management’s Discussion and Analysis afdricial Condition and Results of
Operations — Regulatory Matters"We must present evidence in each proceedingwbdtave made every
reasonable effort to acquire fuel and generateimhase power or both so as to provide electrioityur retail
customers at the lowest fuel cost reasonably plessib

Regulators, politicians and non-governmental orgamiations have expressed concern about GH@nissions
and are taking actions which, in addition to the ptential physical risks associated with climate chage, could
have a material adverse impact on our consolidategksults of operations, financial condition and caslfiows.

One byproduct of burning coal and other fossil $uslthe emission of GHGs, including €@t the federal, state
and regional levels, policies are under developroehiave been developed to regulate GHG emissincisiding
by effectively putting a cost on such emissionsrtmate financial incentives to reduce them. In 20R4 emitted
approximately 17 million tons of CGrom our power plants. IPL uses g@&mission estimation methodologies
supported by “The Greenhouse Gas Protocol” regpdiandard on GHG emissions. Our {&missions are
calculated from actual fuel heat inputs and fupetZQ emission factors.

Any existing or future federal, state or regioregislation or regulation of GHG emissions couldéhavmaterial
adverse impact on our financial performance. Theahémpact on our financial performance will dedem a
number of factors, including among others, the de@mnd timing of GHG emissions reductions requineder any
such legislation or regulations, the price and labdity of offsets, the extent to which market-bdscompliance
options are available, the extent to which we wdaddentitled to receive GHG emissions allowancekont having
to purchase them in an auction or on the open rariéthe impact of such legislation or regulationour ability
to recover costs incurred through rate increasesharwise. As a result of these factors, our obsbmpliance
could be substantial and could have a material étnpia our results of operations.

Furthermore, according to the IntergovernmentaklPan Climate Change, physical risks from climatarmge
could include, but are not limited to, increasedaffiand earlier spring peak discharge in manyigtaand snow-
fed rivers, warming of lakes and rivers, an incesiassea level, changes and variability in preatmn and in the
intensity and frequency of extreme weather evdtttgsical impacts may have the potential to sigaifity affect
our business and operations. For example, extrega¢gher events could result in increased downtindeogeration
and maintenance costs at our electric power geaertacilities and our support facilities. Variat®in weather
conditions, primarily temperature and humidity, Wbalso be expected to affect the energy needssibmers. A
decrease in energy consumption could decreasesvenues. In addition, while revenues would be ebgobo
increase if the energy consumption of customeneased, such increase could prompt the need fdticuid
investment in generation capacity. Changes ingh@perature of lakes and rivers and changes inptatdn that
result in drought could adversely affect the operet of our fossil-fuel fired electric power geniioa facilities. If
any of the foregoing risks materialize, costs meyéase or revenues may decrease and there coalchaterial
adverse effect on our consolidated results of djpers financial condition and cash flows.

In addition to the rules already in effect, regoitgtinitiatives regarding GHG emissions may be enpénted in the
future, although at this time we cannot predichdy, or to what extent such initiatives would affas. Generally,
we believe costs to comply with any regulationslengented to reduce GHG emissions, including thiready
promulgated, would be deemed as part of the cdgisowiding electricity to our customers and astswee would
seek recovery for such costs in our rates. Howa@gssurance can be given as to whether the |UiR@pprove
such requests. Finally, concerns over GHG emissiodsheir effect on the environment could leackttuced
demand for coal-fired power, which could have aemat adverse effect on our consolidated resultypeirations,
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financial condition and cash flows. Please ‘$s&an 7. Management's Discussion and Analysis ofdficial
Condition and Results of Operations — EnvironmeMatters” for a more comprehensive discussion of
environmental matters impacting us, including theedating to regulation of GHG emissions.

We could incur significant capital expenditures tocomply with environmental laws and regulations andsr
material fines for noncompliance with environmentallaws and regulations.

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazrdous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governeilentthorizations from federal, state and locahaggss. A
violation of these laws, regulations or permits oasult in substantial fines, other sanctions, [erewvocation
and/or facility shutdowns. The amount of capitgyexditures required to comply with environmentaldaor
regulations could be impacted by the outcome oBR&’s NOV described ifitem 7. Management's Discussion
and Analysis of Financial Condition and Result©Opkrations — Environmental Matters — New SourcddReVvin
which the EPA alleges that several physical chat@#3L’s generating stations were made in nonc@anpk with
existing environmental laws. This NOV from the ER¥y also result in a fine, which could be material.

In addition to the five oil-fired peaking units thaere retired in the second quarter of 2013, tmakination of
existing and expected environmental regulationsenilikely that we will temporarily or permanentigtire or
repower several other generating units by 201dgeasribed irfltem 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations — iEEmvmental Matters — Unit Retirements and Replaggme
Generation These units are primarily coal-fired and not gupéd with the advanced environmental control
technologies needed to comply with existing andeetgd regulations.

From time to time we are subject to enforcemeribastfor claims of noncompliance with environmeréaVs and
regulations. IPL cannot assure that it will be sstul in defending against any claim of nonconmuléa Under
certain environmental laws, we could be held resjida for costs relating to contamination at oustpa present
facilities and at third-party waste disposal sit&& could also be held liable for human exposursuth hazardous
substances or for other environmental damage. \Wieotassure that our costs of complying with curesd future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances will not adversely affecbasiness, results of operations, financial condiiad cash

flows. Please seitem 7. Management's Discussion and Analysis of Financiahdition and Results of Operations
— Environmental Mattersfor a more comprehensive discussion of environalenatters impacting us.

The use of derivative contracts in the normal cours of business could result in losses that could regyely
impact our results of operations, financial positim and cash flows.

We sometimes use derivative instruments, such apsveptions, futures and forwards, to manage cafitgnand
financial risks. Losses could be recognized asaltref volatility in the market values of thesentracts, if a
counterparty fails to perform, or if the underlyitignsactions which the derivative instrumentsiatended to
hedge fail to materialize. In the absence of abtigeoted market prices and pricing informationnfrexternal
sources, the valuation of these financial instruimean involve management’s judgment or the usstifhates. As
a result, changes in the underlying assumptioiseouse of alternative valuation methods couldcafiiee reported
fair value of these contracts.

Our business is sensitive to weather and seasonalriations.

Our business is affected by variations in genersdtiver conditions and unusually severe weathea. result of
these factors, the operating revenues and associptgating expenses are not generated evenly hyhrdaring
the year. We forecast electric sales on the bdsisronal weather, which represents a long-ternohicstl average.
Significant variations from normal weather (suchwasmer winters and cooler summers) could have tenah
impact on our revenue, operating income and netmgcand cash flows. Storms that interrupt senticesir
customers have required us in the past, and mayreegs in the future, to incur significant cogigéstore services.
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Our participation in MISO involves risks.

We are a member of MISO, a FERC approved regisaakmission organization. MISO serves the eledtrica
transmission needs of a 15-state area includinyfiderest and maintains functional operational cohaver our
electric transmission facilities as well as thattef other utility members of MISO. We retain cohtiver our
distribution facilities. As a result of membershipMISO and its operational control, our continwdality to import
power, when necessary, and export power to theeshtd market has been, and may continue to bectaghaVve
offer our generation and bid our load into this ke&ion a day-ahead basis and settle difference=alrtime. Given
the nature of MISO'’s policies regarding use of sraission facilities, and its administration of #meergy and
ancillary services markets, it is difficult to pretinear-term operational impacts. We cannot assuO’s reliable
operation of the regional transmission system thetimpact of its operation of the energy and #agilservices
markets.

At the federal level, there are business risksifassociated with multiple proceedings pendingreethe FERC
related to our membership and participation in MIS®ese proceedings involve such issues as trasismisates,
construction of new transmission facilities, thieedtion of costs of transmission expansion dua¢aenewable
mandates of other states, and the evolving tatftirements for resource adequacy.

To the extent that we rely, at least in part, angkrformance of MISO to maintain the reliabilifyomr
transmission system, it puts us at some risk fempgrformance of MISO. In addition, actions takgriSO to
secure the reliable operation of the entire trassion system operated by MISO could result in gateeductions,
rolling blackouts, or sustained system-wide bla¢kaun IPL’s transmission and distribution systeny, af which
could have a material adverse effect on our restiltgperations, financial condition and cash flo(&ee alsdltem
1. Business — MISO Operationahd“ltem 7. Management’s Discussion and Analysis efaficial Condition and
Results of Operations — Regulatory Matters.”)

Our ownership by AES subjects us to potential riskshat are beyond our control.

All of IPL's common stock is owned by IPALCO, all whose common stock is owned by AES U.S. Investsen
except for 100 shares owned ®PQ. Due to our relationship with AES, any advetseelopments and
announcements concerning them may affect our abiliaccess the capital markets and to otherwisd ot
business. In particular, downgrades in AES’s creatings could likely result in IPL or IPALCO’s atit ratings
being downgraded.

If we were found not to be in compliance with the randatory reliability standards, we could be subjecto
sanctions, including substantial monetary penaltieswvhich likely would not be recoverable from custorars
through regulated rates.

As an owner and operator of a bulk power transimissystem, IPL is subject to mandatory reliab#itgndards
promulgated by the NERC and enforced by the FERT.sfandards are based on the functions that ndssl t
performed to ensure the bulk power system operatebly and is guided by reliability and marketerface
principles. Compliance with reliability standardayrsubject us to higher operating costs or incibaagital
expenditures. Although we expect to recover castkexpenditures from customers through regulategsréhere
can be no assurance that the IURC will approverfidbvery in a timely manner. If we were found tmbe in
compliance with the mandatory reliability standamde could be subject to sanctions, including sl
monetary penalties, which likely would not be rez@ble from customers through regulated rates anldlhave a
material adverse effect on our results of operatifinancial condition and cash flows.

We rely on access to the capital markets. Generat@enomic conditions and disruptions in the financial
markets could adversely affect our ability to raisecapital on favorable terms or at all, and cause itreases in
our interest expense.

From time to time we rely on access to capital rtrlas a source of liquidity for capital requiretserot satisfied
by operating cash flows. It is possible that oulitgtto raise capital on favorable terms or at@luld be adversely
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affected by future market conditions, and we mayihable to access adequate funding to refinancdehtras it
becomes due or finance capital expenditures. Ttenerf any impact will depend on several factorsluding our
operating cash flows, the overall supply and demarte credit markets, our credit ratings, credipacity, the cost
of financing, and other general economic and bssigenditions. It may also depend on the performafcredit
counterparties and financial institutions with whiee do business.

See Note 9/Indebtednessto the audited Consolidated Financial Statemeft® ALCO in“ltem 8. Financial
Statements and Supplementary Daita¢luded in this Form 10-K for information regardiindebtedness. See also
“Item 7A. Quantitative and Qualitative Disclosurbaut Market Risk’for information related to market risks.

The level of our indebtedness, and the security pwided for this indebtedness, could adversely affectur
financial flexibility.

As of December 31, 2014, we had on a consolidaasést$2.0 billion of indebtedness and total common
shareholder’s equity of $151.3 million. IPL had #85.3 million of first mortgage bonds outstandisgo®
December 31, 2014, which are secured by the plefigebstantially all of the assets of IPL undertdmens of
IPL's mortgage and deed of trust. IPL also had $80on of secured indebtedness pursuant to a vabés sale
facility. This level of indebtedness and relatedusity could have important consequences, includirgfollowing:

= increasing our vulnerability to general adversenecoic and industry conditions;

= requiring us to dedicate a substantial portionwfaash flow from operations to make payments an ou
indebtedness, thereby reducing the availabilitgwfcash flow to fund other corporate purposes;

= limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we
operate; and

= limiting, along with the financial and other restive covenants in our indebtedness, our abilitydarow
additional funds, as needed.

We expect to incur additional debt in the futurghject to the terms of our debt agreements andatgy

approvals for any IPL debt. To the extent we becomee leveraged, the risks described above would@se.
Further, actual cash requirements in the future beagreater than expected. Accordingly, our casi from
operations may not be sufficient to repay at matail of the outstanding debt as it becomes duk mrthat event,
we may not be able to borrow money, sell assetshmrwise raise funds on acceptable terms or &b a#ifinance
our debt as it becomes due. For a further discnssioutstanding debt, sééem 7. Management's Discussion and
Analysis of Financial Condition and Results of Gyiems — Liquidity and Capital Resources.”

Our transmission and distribution system is subjecto reliability and capacity risks.

The ongoing reliable performance of our transmissind distribution system is subject to risks dyextmong other
things, weather damage, intentional or unintentidaanage, fires and/or explosions, plant outagdmr disputes,
operator error, or inoperability of key infrastruiet internal or external to us. The failure of tansmission and
distribution system to fully deliver the energy dermded by customers could have a material adveiset eh our
results of operations, financial condition and césivs, and if such failures occur frequently andtor extended
periods of time, could result in adverse regulatmijon. In addition, the advent and quick adaptatif new
products and services that require increased |l@falkectrical energy cannot be predicted and coesdilt in
insufficient transmission and distribution systeapacity. As with all utilities, potential concerritivthe adequacy
of transmission capacity on IPL’s system or theaeal systems operated by MISO could result inNh80O, the
NERC, the FERC or the IURC requiring us to upgradexpand our transmission system through additiceyaital
expenditures or share in the costs of regional esipa.

Catastrophic events could adversely affect our falifies, systems and operations.
Catastrophic events such as fires, explosions,regtv@cks, terrorist acts, acts of war, pandeménés; or natural or
man-made disasters such as floods, earthquakeagdtmes, severe winds, ice or snow storms, droughtgher

similar occurrences could adversely affect our gatien facilities, transmission and distributiorssgms,
operations, earnings and cash flow. Our PetersBlangt, which is our largest source of generatinzpcdy, is
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located in the Wabash Valley seismic zone, adjaietite New Madrid seismic zone, which are areasgfificant
seismic activity in the central U.S.

Current and future conditions in the economy may adersely affect our customers, suppliers and
counterparties, which may adversely affect our redts of operations, financial condition and cash flass.

Our business, results of operations, financial é@mrand cash flows have been and will continubdaffected by
general economic conditions. As a result of slowghabal economic growth, credit market conditidihs;tuating
consumer and business confidence, fluctuating cadfitinprices, and other challenges currently affegthe
general economy, some of our customers have expedeand may continue to experience deteriorationedr
businesses, cash flow shortages, and difficultpiobtg financing. As a result, existing customeesymeduce their
electricity consumption and may not be able talfulieir payment obligations to us in the norntahely fashion.
In addition, some existing commercial and industiisstomers may discontinue their operations. feurtiore,
projects which may result in potential new custsmany be delayed until economic conditions impradwe.
particular, the projected economic growth and tetaployment in Indianapolis are important to theization of
our forecasts for annual energy sales.

At times, we may utilize forward contracts to mamaige risk associated with power purchases andeshtd power
sales, and could be exposed to counterparty aiskiin these contracts. Further, some of our sapplcustomers
and other counterparties, and others with whomramstct business may be experiencing financiatdiffes,
which may impact their ability to fulfill their olgjations to us. For example, our counterpartiefoomnard purchase
contracts and financial institutions involved irr @uedit facility may become unable to fulfill theiontractual
obligations. We may not be able to enter into regaent agreements on terms as favorable as otingxis
agreements. If the general economic slowdown coasirior significant periods or deteriorates sigaifitly, our
results of operations, financial condition and cteivs could be materially adversely affected.

Wholesale power marketing activities may add volality to earnings.

We engage in wholesale power marketing activitias primarily involve the offering of utility-owneadr contracted
generation into the MISO day-ahead and real-timekeats. As part of these strategies, we may alsowgeenergy
contracts that are integrated with portfolio reqaients around power supply and delivery. The egsrfiom
wholesale marketing activities may vary based oattlating prices for electricity and the amounelefctric
generating capacity, beyond that needed to meetsfarvice requirements. In order to reduce theafslolatility in
earnings from wholesale marketing activities, weymgtimes enter into forward contracts to hedgehgisk. If we
do not accurately forecast future commaodities priweif our hedging procedures do not operate asngld we may
experience losses. We did not use such hedgedslih 2013 or 2012.

In addition, the introduction of additional renewebnergy into the MISO market could have the é¢fééceducing
the demand for wholesale energy from other soufides.additional generation produced by renewabéegn
sources could have the impact of reducing markeegpifor energy and could reduce our opportunityeibcoal-
fired and gas generation into the MISO market,gbgreducing our wholesale sales. Additionally,rdases in
natural gas prices in the U.S. have the impactdficing market prices for electricity, which caduee our ability
to sell excess generation on the wholesale maaikatell as reduce our profit margin on wholesalessa

Economic conditions relating to the asset performage and interest rates of the “Pension Plans could
materially impact our results of operations, finangal condition and cash flows.

Pension costs are based upon a number of actaasaimptions, including an expected long-term ratetarn on
pension plan assets, level of employer contribgtitime expected life span of pension plan beneiigand the
discount rate used to determine the present vdlfigore pension obligations. Any of these assuonsicould
prove to be wrong, resulting in a shortfall of ®ension Plans’ assets compared to pension obligatinder the
Pension Plans. We are responsible for funding hoytfall of our Pension Plans’ assets comparecettsipn
obligations under the Pension Plans, and a sigmfigicrease in our pension liabilities could miaterimpact our
results of operations, financial condition, andnceisws. We are subject to the Pension Protectionof 2006,
which requires plans that are less than 100% futaléaly fund any funding shortfall in amortizeeMel
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installments over seven years, beginning in the gethe shortfall. In addition, we must also cdmite the normal
service cost earned by active participants dutiegolan year. Each year thereafter, if the plandeufunding
increases to more than the present value of thairémg annual installments, the excess is sepgratabrtized
over a hew seven-year period.

Please see Note 1'Pension and Other Postretirement Benefits’the audited Consolidated Financial Statements
of IPALCO in*“Item 8. Financial Statements and SupplementaryaDatcluded in this Form 10-K for further
discussion.

Parties providing construction materials or service may fail to perform their obligations, which coutl harm
our results of operations, financial condition andcash flows.

Our construction program calls for extensive exjtenes for capital improvements and additions, udahg the
installation of environmental upgrades, improveragatgeneration, transmission and distributionlitzes, as well
as other initiatives. As a result, we have engaged,will continue to engage, numerous contracatshave
entered into a number of agreements to acquiraeghessary materials and/or obtain the requiredtizan®n
related services. This exposes us to the riskitiese contractors and other counterparties coilltbfperform, or
take longer than anticipated to complete projdotaddition, some contracts provide for us to asstime risk of
price escalation and availability of certain metatsl key components. This could force us to enteralternative
arrangements at then-current market prices thatareged our contractual prices and cause construdélays. It
could also subject us to enforcement action byleggry authorities to the extent that such a catdnafailure
resulted in a failure by IPL to comply with requitents or expectations, particularly with regardhi cost of the
project. Although our agreements are designed tigate the consequences of a potential defaulbby t
counterparty, our actual exposure may be greadgr tthese mitigation provisions. This could advearsdiect our
financial results, and we might incur losses oageglin completing construction.

From time to time, we are subject to material litigation and regulatory proceedings.

We may be subject to material litigation, regulgtproceedings, administrative proceedings, ausilements,
investigations and claims from time to time. Theae be no assurance that the outcome of thesersmadtenot
have a material adverse effect on our businessitses operations, financial condition and casiwl. Please see
Note 3,“Regulatory Matters”andNote 12,“Commitments and Contingenciesd the audited Consolidated
Financial Statements of IPALCO fitem 8. Financial Statements and SupplementaryaDatcluded in this Form
10-K for a summary of significant regulatory mastand legal proceedings involving us.

The electricity business is highly regulated and anchanges in regulations, adverse regulatory actian
deregulation, or new legislation could reduce revares and/or increase costs.

As an electric utility, we are subject to extengiggulation at both the federal and state levethatfederal level,
we are regulated by the FERC and the NERC antieattate level, we are regulated by the IURC. Eigalatory
power of the IURC over IPL is both comprehensive gpical of the traditional form of regulation geally
imposed by state public utility commissions. Weefélee risk of unexpected or adverse regulatorpacti
Regulatory discretion is reasonably broad in Indidife are subject to regulation by the IURC asutoservices
and facilities, the valuation of property, the doustion, purchase, or lease of electric generdtudities, the
classification of accounts, rates of depreciatiba,increase or decrease in retail rates and chatgeissuance of
securities (other than evidences of indebtednegshbaless than twelve months after the date ok)sghe
acquisition and sale of some public utility propestor securities and certain other matters.

Our tariff rates for electric service to retail tarsers consist of basic rates and charges andusaaidjustment
mechanisms which are set and approved by the IURE @mublic hearings. Pursuant to statute, the IUR©
conduct a periodic review of the basic rates araigds of all Indiana utilities at least once evieryr years, but the
IURC has the authority to review the rates of amdidna utility at any time. Proceedings to reviaw basic rates
and charges involve IPL, the IURC, the Indiana €&ffof Utility Consumer Counselor and other intezdst
stakeholders. Our basic rates and charges weradpstted in 1996; however, IPL filed a petitioriwthe IURC on
December 29, 2014, for authority to increase idemtes and charges by approximately $67.8 mibionually, or
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5.6%. An order on this proceeding will likely beugd by the IURC in the fourth quarter of 2015 weitty rate
change expected to become effective by early 2RbGssurances can be given as to the outcomesof thi
proceeding. In addition, we must seek approval ftlhenlURC through such public proceedings of oacking
mechanism factors to reflect changes in our fusttd generate electricity or purchased powerscsd for the
timely recovery of costs incurred during constroetand operation of CCT facilities constructedamply with
environmental laws and regulations, recovery ofsassociated with providing mandatory DSM prograansl for
certain other costs. There can be no assurance¢haill be granted approval of tracking mechanfantors that
we request from the IURC. The failure of the IURGapprove any requested relief, or any other adverte
determination by the IURC could have a materialeasle effect on our results of operations, finanmigldition and
cash flows.

In recent years, federal and state regulationesftat utilities has changed dramatically, andghee of regulatory
change is likely to pick up in coming years. Asault of the EPAct and subsequent legislation &ffgdhe electric
utility industry, we have been required to complghwnew rules and regulations in areas includingadagory
reliability standards, cyber security, transmisstapansion and energy efficiency. These rules agdlations are,
for the most part, still in their infancy. Regulat@gencies at the state and federal level aregiptocess of
implementation. We are currently unable to pretfietlong-term impact, if any, to our results of gim®ns,
financial condition and cash flows.

Independent of the IURC's ability to review basiters and charges, Indiana law requires electlitiegiunder the
jurisdiction of the IURC to meet operating expeasd income test requirements as a condition forayap of
requested changes in the FAC. Additionally, custorafinds may result if a utility’s rolling twelveonth
operating income, determined at quarterly measunedetes, exceeds a utility’s authorized annudaddgiictional net
operating income and there are not sufficient @pplie cumulative net operating income deficienagginst which
the excess rolling twelve-month jurisdictional nperating income can be offset.

Future events, including the advent of retail cotitipa within IPL’s service territory, could restit the
deregulation of part of IPL’s existing regulatedsimess. Upon deregulation, adjustments to IPL'®awting
records may be required to eliminate the histoiiimglact of regulatory accounting. Such adjustmeagsequired
by FASB ASC 980Regulated Operations,tould eliminate the effects of any actions of tatars that have been
recognized as assets and liabilities. Requiredsamjents could include the expensing of any unamextnet
regulatory assets, the elimination of certain takilities, and a write down of any impaired uiljplant balances.
We expect IPL to meet the criteria for the applaabf ASC 980 for the foreseeable future.

We are subject to employee workforce factors thatauld affect our business, results of operations,fancial
condition and cash flows.

We are subject to employee workforce factors, idiclg, among other things, loss or retirement of gessonnel
(approximately 59% of our employees are over treeafd0 and have an average of 25 years of exajen
availability of qualified personnel, and collectivargaining agreements with employees who are menadiea
union. Approximately 66% of our employees are rsenéed by the IBEW in two bargaining units: a pbgbkunit
and a clerical-technical unit. We may not be ablsuccessfully train new personnel as current wsriéth
significant knowledge and expertise retire. We atsy be unable to staff our business with qualifiedsonnel in
the event of significant absenteeism related tarapmic illness. Work stoppages or other workfissaes could
affect our business, results of operations, fir@rendition and cash flows.

Information technology security vulnerabilities coud have a material adverse impact on our reputation
and/or our consolidated results of operations, finacial condition and cash flows.

We require access to sensitive customer data iarttiaary course of business. If a significant sreaf our
information technology security system occurred, reputation could be adversely affected, custarnefidence
could be diminished, customer information couldubed for identity theft purposes, or we could bgestt to costs
associated with the breach. In the event of ani bueach, we could be subject to fines and legéid, which
could affect our business, results of operatiangnicial condition and cash flows.
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IPALCO is a holding company and is dependent on didends from IPL to meet its debt service obligatios.

IPALCO is a holding company with no material assleer than the common stock of its subsidiariad, a
accordingly all cash is generated by the operaitityities of our subsidiaries, principally IPL.UB mortgage and
deed of trust, its amended articles of incorporagind its $250 million revolving credit facilitiegreement contain
restrictions on IPL'’s ability to issue certain seties or pay cash dividends to IPALCO. For exam{iere are
restrictions that require maintenance of a leveratje which could limit the ability of IPL to padividends. See
“ltem 7. Management's Discussion and Analysis ofdricial Condition and Results of Operations — Ldfifyi and
Capital Resourcesfor a discussion of these restrictions. See Nptlfebtednessto the audited Consolidated
Financial Statements of IPALCO fitem 8. Financial Statements and SupplementaryaDatcluded in this Form
10-K for information regarding indebtedness.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our executive offices are located at One Monumeér«; Indianapolis, Indiana. This facility and tremainder of
our material properties in our business and opmratare owned directly by IPL. The following isesdription of
these material properties.

We own two distribution service centers in Indiaplégpand a building in Indianapolis which houses customer
service center.

We own and operate four generating stations. Twibefenerating stations are primarily coal-fireatiens. The
third station has a combination of units that usal ¢base load capacity) and natural gas and/dpedking
capacity) for fuel to produce electricity. The ftustation is a small peaking station that usesfigad combustion
turbine technology for the production of electriciFor electric generation, the net winter desigpacity is 3,241
MW and net summer design capacity is 3,123 MW. [@ghest summer peak level of 3,139 MW was recoided
August 2007 and the highest winter peak level 872, MW was recorded in January 2009.

Our sources of electric generation are as follows:

Winter Summer
Number of Capacity Capacity
Fuel Name Units (MW) (MW) Location
Coal Petersburg 4 1,715 1,715 Pike County, Indiana
Harding Street 3 614 614 Marion County, Indiana
Eagle Valley 4 263 260 Morgan County, Indiana
Total 11 2,592 2,589
Gas Harding Street 3 385 322 Marion County, Indiana
Georgetown 2 200 158 Marion County, Indiana
Total 5 585 480
o]] Petersburg 3 8 8 Pike County, Indiana
Harding Street 3 53 43 Marion County, Indiana
Eagle Valley 1 3 3 Morgan County, Indiana
Total 7 64 54
Grand Total 23 3,241 3,123

Net electrical generation during 2014, at the Rbiang, Harding Street, Eagle Valley and Georgetplants,
accounted for approximately 71.0%, 24.2%, 4.7%@a&bo, respectively, of our total net generation.
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Our electric system is directly interconnected wfith electric systems of Indiana Michigan Power @any,
Vectren Corporation, Hoosier Energy Rural ElecBaoperative, Inc., and the electric system jointhned by
Duke Energy Indiana, Indiana Municipal Power Ageaog Wabash Valley Power Association, Inc. Our
transmission system includes 458 circuit miles4#,800 volt lines and 377 circuit miles of 138,0@ lines. The
distribution system consists of 4,811 circuit milgglerground primary and secondary cables and &it@6it miles
of overhead primary and secondary wire. Undergrairekt lighting facilities include 762 circuit red of
underground cable. Also included in the systemaai@al of 142 substations. Depending on the veltagels at the
substation, some substations may be consideredadmitk power substation and a distribution submtaiThe
number of bulk power substations is 73, and thebarmof distribution substations is 121, reflectihg fact that 52
substations are considered both bulk power andhilision substations.

All critical facilities we own are well maintaineth good condition and meet our present needs.e@tiyr our
plants generally have enough capacity to meetéleesof our retail customers when all of our uaitsavailable.
During periods when our generating capacity issufficient to meet our retail demand, or when MI@vides a
lower cost alternative to some of our availableegation, we purchase power on the MISO wholesaldkenha

Mortgage Financing on Properties

The First Mortgage secures first mortgage bondseisdy IPL. Pursuant to the terms of the Firsttiglage,
substantially all property owned by IPL is subject direct first mortgage lien securing indebtesdnef $1,155.3
million at December 31, 2014. In addition, IPALC@shoutstanding $800 million of Senior Secured Nuteigh
are secured by its pledge of all of the outstandmmmon stock of IPL.

ITEM 3. LEGAL PROCEEDINGS

We are involved in certain claims, suits and Iggakceedings in the normal course of business. We hecrued for
litigation and claims where it is probable thatadility has been incurred and the amount of l@ss lse reasonably
estimated. We believe, based upon information weeatly possess and taking into account establisbseives for
estimated liabilities and our insurance coveraga, the ultimate outcome of these proceedings ations is
unlikely to have a material adverse effect on dnarfcial statements, with the possible exceptiothefNOV from
the EPA please see “Item 7. Management's Discussion andyaisaof Financial Condition and Results of
Operations — Environmental Matters — New SourcadRéy. It is reasonably possible, however, that somtara
could be decided unfavorably to us and could requérto pay damages or make expenditures in amthaitsould
be material but cannot be estimated as of DeceBhe2014.

Please seitem 7. Management’s Discussion and Analysis afdficial Condition and Results of Operations —
Environmental Matters,’and Note 3;Regulatory Matters”and Note 12;Commitments and Contingencie$ the
audited Consolidated Financial Statements of IPALE@em 8. Financial Statements and SupplementaryaDat
included in this Form 10-K for a summary of sigoéit legal proceedings involving us.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS
AND ISSUER PURCHASE OF EQUITY SECURITIES

Throughout all of 2014, all of the outstanding coomstock of IPALCO has been owned by either AES@nd
AES U.S. Investments. As of February 25, 2015¢fthe outstanding common stock of IPALCO is owbgd
AES U.S. Investments, except for 100 shares owgdd@PQ. As a result, our stock is not listed fading on any
stock exchange. Please séterh 7. Management’s Discussion and Analysis odR@al Condition and Results of
Operations — Liquidity and Capital Resources - Agnent to Sell Minority Interest in IPALCOf this Form 10-K
for further discussion.

Dividends

During 2014, 2013 and 2012, we paid dividends t@®A&taling $78.4 million, $59.5 million and $66.4lman,
respectively. Future distributions will be deteredrat the discretion of the board of directorsRALCO and will
depend primarily on dividends received from IPL andh other factors as the board of directors ALPO deems
relevant. Please sékem 7. Management'’s Discussion and Analysis efdficial Condition and Results of
Operations — Liquidity and Capital Resourceasf’this Form 10-K for a discussion of limitatioos dividends from
IPL. In order for us to make any dividend paymeat8ES and/or CDPQ, we must, at the time and a&saltrof
such dividends, either maintain certain creditnggion our senior long-term debt or be in compkanith leverage
and interest coverage ratios contained in IPALC&1cles of Incorporation. We do not believe thisjuirement
will be a limiting factor in paying dividends indtordinary course of prudent business operations.

ITEM 6. SELECTED FINANCIAL DATA

The following table presents our selected const#idiéinancial data which should be read in conjiamctith our
audited Consolidated Financial Statements andeflaged notes thereto atitem 7. Management’s Discussion and
Analysis of Financial Condition and Results of Gyiems.” The“Results of Operationstiscussion irfltem 7.
Management'’s Discussion and Analysis of Financahdition and Results of Operationaddresses significant
fluctuations in operating data. IPALCO is ownedA®S U.S. Investments and CDPQ, our new minoritgriest
holder, and therefore does not report earningsvidiehds on a per-share basis. Other data that geamant

believes is important in understanding trends inbusiness are also included in this table.

Year Ended December 31,
2014 2013 2012 2011 2010
(In Thousands)

Operating Data:

Total utility operating revenues $321,674 $ 1,255,734 $ 1,229,777 $ 1,171,924 $ 1,144,903
Utility operating income 160,913 150,746 162,900 152,653 172,438
Allowance for funds used during construction 12,344 6,848 2,146 6,624 6,427
Net income 77,968 64,049 71,996 60,575 79,947
Balance Sheet Data (end of period):

Utility plant — net $2,856,634 $ 2,553,261 $ 2,425,610 $ 2,441,347 $ 2,361,509
Total assets 3,667,818 3,274,065 3,285,347 3,271,652 3,137,980
Common shareholder’s equity (deficit) 151,271 47,774 (3,219) (5,846) (4,730)
Cumulative preferred stock of subsidiary 59,784 59,784 59,784 59,784 59,784
Long-term debt (less current maturities) 1,952,01 1,821,713 1,651,120 1,760,316 1,332,353
Long-term capital lease obligations — 53 6 12 38

Other Data:

Utility capital expenditures $ 381,626 $ 242,124 $ 129,747 $ 209,851 $ 163,652
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our audited Consolidated Ficial
Statements and the notes thereto includéttém 8. Financial Statements and SupplementaryaDatf this Form
10-K. The following discussion contains forward#atg statements. Our actual results may differ nigtg from
the results suggested by these forward-lookingstahts. Please seedrward — Looking Statemetitat the
beginning of this Form 10-K arfttem 1A. Risk Factors.'For a list of certain abbreviations or acronymghis
discussion, setbefined Terms”included in this Form 10-K.

BUSINESS OVERVIEW

The most important matters on which we focus idwating our financial condition and operating penfiance and
allocating our resources include: (i) recurringtéams which have significant impacts on operatinggrenance such
as: regulatory action, environmental matters, weragimd weather-related damage in our service aveability to
sell power in the wholesale market at a profit, #redlocal economy; (ii) our progress on perforngimsprovement
strategies designed to maintain high standardeviaral operating areas (including safety, operatiinancial and
enterprise-wide performance, talent managementlpecapital allocation/sustainability and corporsoeial
responsibility) simultaneously; and (iii) our shtgtm and long-term financial and operating stragg-or a
discussion of how we are impacted by regulationemdronmental matters, please $Begulatory Matters”and
“Environmental Matters”later in this section anttem 1. Business.”

Market Developments

We are one of many transmission system owner mesbdlISO. MISO is a regional transmission orgati@a
which maintains functional control over the comlgiteansmission systems of its members and managesfdhe
largest energy and ancillary services marketsenuts. IPL offers the available electricity prodantof each of its
generation assets into the MISO day-ahead andimealmarkets. MISO dispatches generation asseisanomic
order considering transmission constraints andratimbility issues to meet the total demand & ESO region.
The increased interconnection of renewable enerdgiye MISO transmission system and participatioreatwable
energy resources in the MISO energy markets hasedsed the economic dispatch of energy from esalurces.
Additionally, the use of enhanced technologiestmwer natural gas from shale deposits has inadlesgeral gas
supply and reserves, which has placed downwardpre®n natural gas prices and, therefore, on shtdegower
prices.

Weather and Weather-Related Damage in our Servicer&a

Extreme high and low temperatures in our serviea &iave a significant impact on revenues as manyrofetail
customers use electricity to power air conditionetsctric furnaces and heat pumps. The impaciiggly
mitigated by our declining block rate structure jathgenerally provides for residential and comnarcustomers
to be charged a lower per kWh rate at higher copsiom levels. Therefore, as volumes increase, thiglted
average price per kWh decreases. The effect isgilnenore significant with high temperatures thaith low
temperatures as many of our customers use gashealdition, because extreme temperatures haveftbet of
increasing demand for electricity, the wholesalegfor electricity generally increases during pds of extreme
hot or cold weather and, therefore, if we havelatte capacity not needed to serve our retail leadmay be able
to generate additional income by selling powerl@nwholesale market (see below).

Storm activity can also have an adverse effectuwsroperating performance. Severe storms often damag
transmission and distribution equipment, therehystay power outages, which reduce revenues anddserrepair
costs. Storm-related operating expenses (primegpgirs and maintenance) were $4.6 million, $0.8aniand
$1.2 million in 2014, 2013 and 2012, respectiveBform-related operating expenses increased in 20é40
restoration of customer service following outagassed by winter storms at the beginning of the.year
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Our Ability to Sell Power in the Wholesale Market & a Profit

At times, we will purchase power in the wholesakrkets, and at other times we will have electricegation
available for sale in the wholesale market in cotitipa with other utilities and power generatorsuring the past
five years, wholesale revenues averaged 4.7% afodairelectric revenues. A decline in wholesalegs can have
a significant impact on earnings, because mostiohonfuel costs are fixed in the short term awadelowholesale
prices can result in lower wholesale volumes sold.

Our ability to be dispatched in the MISO markesédl power is primarily impacted by the locationadrket price
of electricity and our variable generation costse Bmount of electricity we have available for vasalle sales is
impacted by our retail load requirements, our gati@n capacity and our unit availability. From titeetime, we
must shut generating units down to perform mainteaar repairs. Generally, maintenance is schediueidg the
spring and fall months when demand for power isdstwOccasionally, it is hecessary to shut unitsrdfor
maintenance or repair during periods of high posamand, or we could experience an unscheduled @diating
such time. See alsoRégulatory Mattersfor information about our participation in MIS@at impacts both
revenues and costs associated with our energycseviour utility customers. The price of wholegadever in the
MISO market, as well as our variable generatindscoan be volatile and therefore our revenues fndrolesale
sales can fluctuate significantly from year to y&8dre weighted average price of wholesale MWh we s@s
$34.71, $31.29, and $28.92 in 2014, 2013 and 2@kpectively.

Local Economy

For the ten years ending 2014, our total retail k8&lles have decreased at a compound annual r@i496f In
contrast, for the 10 years ending 2008, the comgpp@nmual rate was an increase of 1.2%. This deoiiee the past
few years illustrates the impact of the recent eaain recession, as well as the continued implententaf IPL’s
energy efficiency program initiatives. During 2020% of our revenues came from large commercialiahastrial
customers.

Operational Excellence

Our objective is to optimize IPL’s performance lie tU.S. utility industry by focusing on the follavg areas:
safety, operations (reliability and customer satiibn), financial and enterprise-wide performageféiciency and
cost savings, talent management/people, capitadaibn/sustainability and corporate social resjility). We set
and measure these objectives carefully, balantiegntin a way and to a degree necessary to ensugainably
high level of performance in these areas simultaglgaas compared to our peers. We monitor our padace in
these areas, and where practical and meaningfulpare performance in some areas to peer utiliiesause some
of our financial and enterprise-wide performancesuees are company-specific performance goals,dteepot
benchmarked.

Our safety performance as measured by our lost dayk severity rates, and IOSHA recordable incislémproved
in 2014 and is near our goal of being within the dmiartile in our industry. We are committed tealence in
safety performance and have implemented variougranes in recent years to increase awareness amdvep
safety policies and practices. Among other thitiggse various programs are intended to bring aved@mphasis
on mitigating the hazards associated with high-wskk activities commonly experienced in the indyst

IPL has the best satisfaction rating amongst Iradiamestor-owned utilities and the fifth highesstmmer
satisfaction ranking out of the seventeen utilitreduded in the Midwest Midsize region, as meadurg the J.D.
Power 2014 Electric Utility Residential Study. lddition, IPL ranked number one in Business Customer
Satisfaction among Midwest Mid-Size Utilities iretR014 J.D. Power Electric Utility Business Custome
Satisfaction Study. In December 2014, IPL was drenty three Midwest electric utilities named a2CG14 Utility
Customer Champion by Cogent Reports, a divisiokariket Strategies International. We believe theserfable
ratings reflect our relatively low rates, stronfaiaility, corporate citizenship, and focus on die@ce in customer
service.
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Our performance in production reliability was slighworse than our target in 2014. We experiencstiggt
increase of 0.9 percentage points in our forcedgritates associated with our generation plarz®1d versus
2013 partially due to scheduled outages at ounrstaieg Plant during the first and fourth quarter2@l4 that took
longer than planned to complete.

The IPL reliability metrics for System Average Imtgption Duration Index (SAIDI) and System Average
Interruption Frequency Index (SAIFI) were bettaarthtarget in 2014. In 2013, IPL ranked within tbp tecile
nationally in both SAIDI and SAIFI reliability pesfmance. In addition, IPL had the best SAIFI raligb
performance in 2013 as compared to the four Indiawvestor-owned utilities and the second best SAlbd
Customer Average Interruption Duration Index (CAlperformance among the investor-owned utilities (a
reported in the 2013 Institute of Electrical anddftonics Engineers reliability benchmarking sujvey

Short-Term and Long-Term Financial and Operating Stategies
Our financial management plan is closely integratétl our operating strategies. Key aspects offimamcial
planning include rigorous budgeting and analys&intaining sufficient levels of liquidity and a mgkent dividend

policy at both our subsidiary and holding compaswels. This strategy allows us to remain flexilméhe face of
evolving environmental legislation and regulatarifiatives in our industry, as well as weak ecoroounditions.
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RESULTS OF OPERATIONS

In addition to the discussion on operations belp@ase see the statistical information table inetLish“Item 1.
Business”of this report for additional data such as kWtesalnd number of customers by customer class.

Comparison of year ended December 31, 2014 and yeamded December 31, 2013
Utility Operating Revenues

Utility operating revenues increased in 2014 frow prior year by $65.9 million, which resulted froine following
changes (dollars in thousands):

Percentage
2014 2013 Change Change

Utility Operating Revenues:

Retail Revenues $ 1,217,522 $ 1,172,652 $ 44,870 3.8%

Wholesale Revenues 83,208 62,734 20,474 32.6%

Miscellaneous Revenues 20,944 20,348 596 2.9%
Total Utility Operating Revenues $ 1,321,674 $ 1,255,734 $ 65,940 5.3%
Heating Degree Days:

Actual 6,238 5,647 591 10.5%

30-year Average 5,240 5,474
Cooling Degree Days:

Actual 900 1,160 (260) (22.4%)

30-year Average 1,154 1,048

The increase in retail revenues of $44.9 milliorsywamarily due to a net increase in the weighteztage price per
kWh sold ($45.9 million), partially offset by aglit decrease in the volume of kWh sold ($1.0 mmlioThe $45.9
million increase in the weighted average priceetdit kWh sold was primarily due to increases )rfel revenues
of $43.9 million and (ii) environmental rate adjusint mechanism revenues of $7.3 million; partiaffget by a
decrease in DSM program rate adjustment mecharm@genues of $3.5 million. The increase in fuel rexenwas
offset by increases in fuel and purchased powedsa@ssdescribed below. Likewise, the vast majaitthe
increases in environmental rate adjustment mectmrgsenues are offset by increased operating ergens
including depreciation and amortization, while trezreases in DSM rate adjustment mechanism revemeesdfset
by decreased operating expenses. The $1.0 milkoredse in the volume of electricity sold was primalue to
cooler temperatures in our service territory dutimg summer of 2014 versus the comparable perid (a
demonstrated by the 22% decrease in cooling detzgs as shown above).

The increase in wholesale revenues of $20.5 milkas primarily due to a 20% increase in the qugaiotitk\WWh

sold ($12.3 million) and an 11% increase in theglvedd average price per kwh sold ($8.2 million)Riss coal-
fired generation was called upon by MISO to prodeieetricity more often during 2014 versus 2013. hékeve
the higher market prices in 2014 were heavily ificed by the impact the colder temperatures dhiedpeginning
of the year had on demand for electricity in theSlwholesale market. Our ability to be dispatctmethé MISO
market is primarily impacted by the locational maed price of electricity and variable generatiasts. The
amount of electricity available for wholesale satesnpacted by our retail load requirements, cemagation
capacity and unit availability.
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Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from 2013 to 2014 (in millions):

2013 Operating Expenses $ 1,105.0
Increase in fuel costs 34.8
Increase in power purchased 22.4
Decrease in pension expenses (15.9)
Increase in income taxes — net 11.7
Decrease in DSM program costs (3.6)
Increase in salaries, wages and benefits (exclyamgion expenses) 3.6
Increase in depreciation and amortization costs 3.0
Other miscellaneous variances — individually immiate (0.2)

2014 Operating Expenses $ 1,160.8

The $34.8 million increase in fuel costs was prifgatue to (i) a $14.3 million increase in the grief coal we
consumed during the comparable periods, (i) aét@llion increase in the deferred fuel costs asrésult of
variances between estimated fuel and purchase pmsés in our FAC and actual fuel and purchasedepawasts,
(iii) a $4.6 million increase in the quantity ofeficonsumed as the result of an increase in tteetreeity sales
volume in the comparable periods, and (iv) a $4lliom increase in the price of natural gas we aomed during
the comparable periods. We are generally permittedcover underestimated fuel and purchased poasts to
serve our retail customers in future rates thraihghFAC proceedings and, therefore, the costsefmreéd when
incurred and amortized into expense in the samegbérat our rates are adjusted to reflect thesésco

The $22.4 million increase in purchased power casis primarily due to a 50% increase in the mapkiee of
purchased power ($39.7 million), partially offsgtd22% decrease in the volume of power purchasadgithe
period ($17.5 million). The market price of purckdgpower is influenced primarily by changes in ket price
of delivered fuel (primarily natural gas), the griaf environmental emissions allowances, the suppind demand
for electricity, and the time of day in which powsipurchased. In the comparable periods, the aserén natural
gas prices had the largest impact on the markee¢ jorfi purchased power. The volume of power we @seleach
period is primarily influenced by our retail demandr generating unit capacity and outages, andbittehat at
times it is less expensive for us to buy powehimmarket than to produce it ourselves.

The $15.9 million decrease in pension expenses;hwkiincluded in Other operating expensesn our
Consolidated Statements of Income, is primarily thua $13.0 million decrease in the recognizedalloss.
Please seeCritical Accounting Policies — Pension Cdstsr more details. The $11.7 million increase mcome
taxes — net was primarily due to the tax effeahefincrease in pretax net operating income, fergasons
previously described. The decrease in DSM prograsisomf $3.6 million, which are included i®ther operating
expenséson our Consolidated Statements of Income andeweverable through customer rates, is correlated t
decrease in DSM program rate adjustment mechamtail revenues. The increase in salaries, wagebeamefits
(excluding pension expenses) of $3.6 million isranily due to both employee headcount and rateasas. The
increase in depreciation and amortization cos®&3dd million was primarily due to additional assglsced in
service.

Other Income and Deductions
Other income and deductions increased $5.0 miffiem income of $22.3 million in 2013 to income & &3

million in 2014, reflecting a 22% increase. Therease was primarily due to a $3.1 million increiasine
allowance for equity funds used during constructiera result of increased construction activity.
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Interest and Other Charges

Interest and other charges increased $1.3 miliod %, during 2014 primarily due to higher interestiong-term
debt of $3.5 million mostly as a result of IPL'sbdéssuance in June 2014 of $130 million aggrepéteipal
amount of first mortgage bonds, 4.50% Series, due 2044. This increase was partially offset b & $nillion
change in the allowance for borrowed funds useéhdwonstruction as a result of increased constmetctivity.
Comparison of year ended December 31, 2013 and yezmded December 31, 2012

Utility Operating Revenues

Utility operating revenues increased in 2013 frowa prior year by $26.0 million, which resulted froine following
changes (dollars in thousands):

Percentage
2013 2012 Change Change

Utility Operating Revenues:

Retail Revenues $ 1172652 $ 1,171,516 $ 1,136 0.1%

Wholesale Revenues 62,734 37,822 24,912 65.9%

Miscellaneous Revenues 20,348 20,439 (91) (0.4%)
Total Utility Operating Revenues $ 1255734 ¢ 1,229,777 $ 25,957 2.1%
Heating Degree Days:

Actual 5,647 4,399 1,248 28.4%

30-year Average 5,474 5,548
Cooling Degree Days:

Actual 1,160 1,534 (374) (24.4%)

30-year Average 1,048 1,041

The increase in wholesale revenues of $24.9 milkas primarily due to a 53% increase in the qugaiotitk\WWh
sold ($20.2 million) and an 8% increase in the Widg average price per kWh sold ($4.7 million)Rl’'$ coal-
fired generation was called upon by MISO to prodeieetricity more often during 2013 versus 2012sWas
primarily due to increased natural gas prices engpring of 2013, which drove up wholesale eleityrigrices. Our
ability to be dispatched in the MISO market is maiity impacted by the locational market price afatficity and
variable generation costs. The amount of elecyraviailable for wholesale sales is impacted byretail load
requirements, generation capacity and unit avditgbi

28



Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from 2012 to 2013 (in millions):

2012 Operating Expenses $ 1,066.9
Increase in fuel costs 35.8
Decrease in power purchased (27.0)
Increase in maintenance expenses 13.3
Increase in DSM program costs 11.6
Decrease in income taxes — net (8.6)
Increase in depreciation and amortization costs 55
Increase in salaries, wages and benefits (exclyamgion expenses) 4.0
Decrease in pension expenses (2.8)
Other miscellaneous variances — individually immiate - 6.3

2013 Operating Expenses $ 1,105.0

The $35.8 million increase in fuel costs was prifgatue to a $32.9 million increase in the quantfyfuel
consumed as the result of an increase in totatralitg sales volume in the comparable periodssTihcrease was
also attributed to fuel cost increases of $2.3iomlbs the result of variances between estimateldafod purchased
power costs in our FAC and actual fuel and purath@esver costs. We are generally permitted to recove
underestimated fuel and purchased power costs\e ser retail customers in future rates throughRAC
proceedings and, therefore, the costs are defarned incurred and amortized into expense in theegaemiod that
our rates are adjusted to reflect these costs.

The $27.0 million decrease in purchased power agatsprimarily due to a 40% decrease in the volofrower
purchased during the period ($42.2 million), pdistiaffset by a 23% increase in the market pricgpufchased
power ($14.8 million). As described previously, I®units were called upon more often in 2013, wirethuced the
amount of electricity IPL needed to purchase ireotd serve its retail load requirements.

Maintenance expenses increased $13.3 million cosap@ar2012 primarily due to the timing and duratddmajor
generating unit overhauls (including a 70-day scalextioutage at our 415 MW Petersburg unit 2 geimgratation
during the fourth quarter of 2013). We had no sextended outages in 2012.

The increase in DSM program costs of $11.6 milliwhich are recoverable through customer rates,attébuted
to the continued implementation of IPL’s energyadicy program initiatives. The increase in DSMgmnam costs
is correlated to the increase in DSM program rdfasament mechanism retail revenues.

The $8.6 million decrease in income taxes — netprasarily due to the tax effect of the decreasprigtax net
operating income, for the reasons previously dbedri The increase in depreciation and amortizatf5.5
million was primarily due to additional assets jglddn service. The increase in salaries, wagedandfits
(excluding pension expenses) of $4.0 million wamarily due to both rate increases and overtimegéarerating
unit outages. Pension expenses decreased $A@mil2013 and are expected to decrease significin 2014
due to the net actuarial gain of $129.0 millior201.3. Please se€titical Accounting Policies — Pension Cdstsr
more details.

Other Income and Deductions

Other income and deductions increased $4.0 milbor22%, from income of $18.3 million in 2012 te@gme of
$22.3 million in 2013. This increase was primadlye to (i) a $3.2 million increase in the allowaf@eequity
funds used during construction as a result of emed construction activity and (ii) a $1.3 millierease in the
income tax benefit, which was primarily due to tnge in pretax nonoperating income during thepavable
periods.
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LIQUIDITY AND CAPITAL RESOURCES
Overview

As of December 31, 2014, we had unrestricted cadicash equivalents of $26.9 million and availddderowing
capacity of $249.3 million under our $250.0 millionsecured revolving credit facility after outstamgdborrowings
and existing letters of credit. All of IPL’s long#im borrowings must first be approved by the IURG the
aggregate amount of IPL’s short-term indebtednasst tme approved by the FERC. We have approval FERC
to borrow up to $500 million of short-term indebteds outstanding at any time through July 28, 2D1.6.
December 2013, we received an order from the IURMtMg us authority through December 31, 201@&toong
other things, issue up to $425 million in aggregatacipal amount of long-term debt (inclusive df3® million of
IPL first mortgage bonds issued in June 2014)naefte up to $171.9 million in existing indebtednessl have up
to $500 million of long-term credit agreements &gdidity facilities outstanding at any one time eVénticipate
filing a petition with the IURC during 2015 to sealthority to issue additional amounts of long-tefebt, among
other things, to meet the financing needs assatiaith our environmental and replacement genergirojects.
We also have restrictions on the amount of new thetitmay be issued due to contractual obligatoddnSES and
by financial covenant restrictions under our erigtilebt obligations. We do not believe such rastris will be a
limiting factor in our ability to issue debt in tleedinary course of prudent business operations.

We believe that existing cash balances, cash gekfi@mm operating activities and borrowing capaoit our
committed credit facility will be adequate for tiiweseeable future to meet anticipated operatipgeses, interest
expense on outstanding indebtedness, recurringgt@ppenditures and to pay dividends to AES andQDour
new minority interest holder (seAgreement to Sell Minority Interest in IPALCRelow for further details).
Sources for principal payments on outstanding itethiess and nonrecurring capital expenditures>qrected to
be obtained from: (i) existing cash balances;c@i3h generated from operating activities; (iii)roaing capacity on
our committed credit facility; and (iv) additiondébt financing. In addition, due to current andestpd future
environmental regulations, it is expected that goeapital will continue to be used as a significkmding source,
as it was in the second quarter of 2014 and tind thiarter of 2013 (see below). AES has approvguifgiant
equity investments in IPL for its proposed nonreiagr capital expenditures from 2013 through 20Ioivéver,
AES is under no contractual obligation to providetsequity capital and there can be no assuranceilweceive
capital contributions in the amounts, or at theenfunding may be required. On June 27, 2014,Jahld31, 2013,
IPALCO received equity capital contributions of $140 million and $49.1 million, respectively, fronEs for
funding needs related to IPL’s environmental amdagement generation projects. IPALCO then madesainee
equity capital contributions to IPL. In additionDQ has agreed to invest approximately $349 miilioiPALCO
through 2016 to help fund existing growth and emwinental projects at IPL (seAdreement to Sell Minority
Interest in IPALCO below for further details).

Agreement to Sell Minority Interest in IPALCO

On December 15, 2014, AES announced that it entatecn agreement with CDPQ, a long-term institosil
investor headquartered in Quebec, Canada. Purkudre agreement, on February 11, 2015 CDPQ psechiiom
AES 15% of AES U.S. Investments and 100 shareBAECO’s common stock were issued to CDPQ . In aofdlit
CDPQ agreed to invest approximately $349 milliohRALCO through 2016, in exchange for a 17.65% &qui
stake, funding existing growth and environmentajexcts at IPL.

After completion of these transactions, CDPQ’sdatignd indirect interests in IPALCO will total 30%ES will
own 85% of AES U.S. Investments, and AES U.S. Itmests will own 82.35% of IPALCO. There will be no
significant change in management or operationalrobof AES U.S. Investments, IPALCO or IPL as auik of
these transactions.

Historical Cash Flow Analysis
Our principal sources of funds in 2014 were nehqasvided by operating activities of $254.0 mifljmet

borrowings of $128.4 million, and an equity capitahtribution of $106.4 million from AES in June 2014 for
funding needs related to IPL’s environmental amdagement generation projects. Net cash provigeaperating
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activities is net of cash paid for interest of $B0®illion and pension funding of $54.1 million. N&sh provided
by operating activities in 2014 was $42.6 milliagher than in 2013 primarily due to favorable atijusnts in
deferred income taxes attributed to the cumulaifect of accelerated deductions related to repditangible
property (please se¢éRS Regulatiorisbelow for more details). The principal uses afids in 2014 included capital
expenditures of $381.6 million and dividends to A&$78.4 million. The increase in capital expeadit of
$139.5 million in 2014 versus 2013 was primariliven by spending for IPL’s environmental and replaent
generation projects.

Our principal sources of funds in 2013 were nehqasvided by operating activities of $211.4 mifljmet
borrowings of $59.4 million, and an equity capitahtribution of $49.1 million from AES in July 0023 for
funding needs related to IPL’s environmental cartton program. Net cash provided by operating/aiets is net
of cash paid for interest of $106.2 million and gien funding of $49.7 million. The principal usdsands in 2013
included capital expenditures of $242.1 million aliidends to AES of $59.5 million. The increaseapital
expenditures of $112.4 million in 2013 versus 2043 primarily driven by spending to comply with t&TS
rule (please seeEhvironmental Matters — MAT®elow for more details).

Our principal sources of funds in 2012 were nehgasvided by operating activities of $214.8 miflioNet cash
provided by operating activities is net of castddar interest of $103.3 million and pension furglof $48.3
million. Net cash provided by operating activitia®2012 was $31.7 million higher than in 2011 priftiyedue to
lower repairs and maintenance costs in 2012 ari®&®3$nillion swap termination payment made in 200He
principal uses of funds in 2012 included capitglenditures of $129.7 million, dividends to AES 66% million
and the payoff in 2012 of $14 million on the revinty credit facility.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakaritures necessary for prudent utility operatiand
compliance with environmental laws and regulati@sng with discretionary investments designecefdace

aging equipment or improve overall performance. €apital expenditures totaled $381.6 million, $24illion,
and $129.7 million in 2014, 2013 and 2012, respebtj and were financed primarily with internallgrierated cash
provided by operations, borrowings on our creditlfiy, long-term borrowings, equity capital coriutions from
AES and, to a lesser extent, federal grants fotsiBmart Energy Projects.

Our capital expenditure program, including develeptand permitting costs, for the three-year pefiioth 2015

to 2017 is currently estimated to cost approxinya$&l13 million (excluding environmental compliarened
replacement generation costs). It includes apprateiy $283 million for additions, improvements andensions to
transmission and distribution lines, substatiomsygr factor and voltage regulating equipment, iistion
transformers and street lighting facilities. Theita expenditure program also includes approxilge@62 million
for power plant-related projects and $68 million éher miscellaneous equipment.

In addition to the amounts listed above, IPL plemspend additional amounts related to environnieotapliance,
including $136 million for the three-year periodrn 2015 to 2017 to comply with the MATS rule. IPlams to
spend a total of $460 million for this project (@fiich $307 million has been expended for this mjerough
December 31, 2014). Please seavironmental Matters — MAT®elow for more details.

IPL also plans to spend a total of $626 million\idfich $104 million has been expended through Déseer81,
2014) on replacement generation costs through 26X /result of the retirement of existing faciitieot equipped
with advanced environmental control technologiegired to comply with existing and expected redafes. Of
this amount, $526 million is projected to be expahih the three-year period from 2015 to 2017.agdesee
“Environmental Matters — Unit Retirements and Repiaent Generatidrbelow for more details.

Other environmental expenditures include costséonpliance with the NPDES permit program underGheA.

The costs for NPDES at our Petersburg Plant fob202017 are expected to be $207 million. IPL plemspend a
total of $224 million for this project (of which 8Imillion has been expended for this project thiroDgcember 31,
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2014). Also, as a result of environmental regutajdPL plans to refuel Unit 7 at Harding Streatwerting from
coal-fired to natural gas-fired. The 2015 to 20&%tof the projects necessary to complete this exsion,
including costs for NPDES, MATS preservation ang ash handling, are expected to be $102 millioh @Rns to
spend a total of $108 million on this project, imtihg amounts already expended). IPL also plaspénd $2
million on preliminary studies and engineering tethto sections 316(a) and 316(b) of the CWA. Rleae
“Environmental Matters — Environmental WastewategiRement% below for more detalils.

Contractual Cash Obligations

Our non-contingent contractual obligations as of&mber 31, 2014 are set forth below:

Payment due

Less Than 1 1-3 3-5 More Than
Total Year Years Years 5 Years
(In Millions)

Long-term debt $ 1,955.3% — $ 556.5 $ 400.0 $ 998.8
Interest obligatiorty 1,338.7 110.3 166.7 116.4 945.3
Purchase obligatior{8:

Coal, gas, purchased power and

related transportatih 2,031.7 299.3 336.6 274.3 1,121.5

Other 73.4 17.9 13.6 7.8 34.1
Accounts receivable securitization 50.0 50.0
Pension fundin 25.0 25.0 — — —
Total® $ 54741$% 5025 $ 1,0734$ 7985 $ 3,099.7

@ Represents interest payment obligations relatdis¢d and variable rate debt. Interest relatedaeable rate debt is calculated using the
rate in effect at December 31, 2C

@ Does not include purchase orders or normal purshasagyoods or services: (1) for which there isaieb an enforceable contract; or (2)
which does not specify all significant terms, irdihg fixed or minimum guantities. Does not inclumtractual commitments that can be
terminated by us without penalty on notice of 99dar less. Does not include all construction tatesl contracts that do not fit the parameters
described for this table.

®  Does not include an additional $97.2 million, $7&#lion and $69.8 million for years 2015, 2016 &@il7, respectively, for contractual
obligations executed in January 20

@ |PL elected to fund $25.0 million during Januani20However, IPL may decide to contribute more #25.0 million to meet certain
funding thresholds. For years 2016 and thereadtercontractual obligation for pension funding ¢lactuate due to various factors. Please see
“Pension Fundingbelow and Note 11;Pension and Other Postretirement Benefits’the audited Consolidated Financial Statemeints o
IPALCO in“ltem 8. Financial Statements and SupplementaryaDatcluded in this Form 10-K for further discussion.

®  Does not include an uncertain tax liability of $hilion (tax and related interest) as of Decenfgr2014 because it is not possible to
determine in which future period or periods th&t tton-current income tax liability for uncertaix fgositions might be paid.

Dividend Distributions

All of IPALCO'’s outstanding common stock is held AS U.S. Investments, except for 100 shares ovyed
CDPQ. During 2014, 2013 and 2012, we paid $78.4anjl$59.5 million, and $66.6 million, respectiyeln
dividends to AES. Future distributions to AES aridR©Q) will be determined at the discretion of our fooaf
directors and will depend primarily on dividendseied from IPL. Dividends from IPL are affected IB\L’s
actual results of operations, financial conditioash flows, capital requirements, regulatory caarsitions, and
such other factors as IPL’s board of directors desstevant.

IRS Regulations

On September 13, 2013, the Internal Revenue Semieased final regulations addressing the acérisit
production and improvement of tangible property prmposed regulations addressing the dispositibpsaperty.
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These regulations replace previously issued tempoegulations and are effective for tax years beigig on or
after January 1, 2014. IPL management has optedlyamplement the new regulations effective witkh 2014
income tax return. IPL has recorded the tax efféet $245.9 million favorable Internal Revenue C&getion
481(a) adjustment to its balance sheet as a refsthle regulations. This amount represents the tative effective
of accelerated deductions related to repairs @fitda property through December 31, 2013. The duajest does
not impact the income statement.

Pension Plans

We contributed $54.1 million, $49.7 million, and8& million to the Pension Plans in 2014, 2013 20812,
respectively. Funding for the qualified Defined B&hPension Plan is based upon actuarially deteechi
contributions that take into account the amountudgldle for income tax purposes and the minimurmrirdoation
required under ERISA, as amended by the Pensiaed®ian Act of 2006, as well as targeted fundingle
necessary to meet certain thresholds.

From an ERISA funding perspective, IPL’s fundinggt liability shortfall was estimated to be approately $19
million as of January 1, 2015. The shortfall mustflbnded over seven years. In addition, IPL musi abntribute
the normal service cost earned by active parti¢gpduaring the plan year. The ERISA funding of noroest is
expected to be about $7.8 million in 2015, whiatludes $3.0 million for plan expenses. Each yeerdafter, if
the plan’s underfunding increases to more thampthsent value of the remaining annual installmehtsgxcess is
separately amortized over a new seven-year pditidelected to fund $25.0 million in January 20dbjch
satisfies all funding requirements for the calengsar 2015. The $25.0 million contribution inclsdbe $7.8
million referenced above. IPL’s funding policy filvie Pension Plans is to contribute annually ne tlean the
minimum required by applicable law, and no morentthee maximum amount that can be deducted for &der
income tax purposes.

Benefit payments made from the Pension Plans foyéars ended December 31, 2014, 2013 and 2012b32ré
million, $51.0 million, and $30.3 million, respegtiy.

See alsdCritical Accounting Policies - Pension Costs” amdbte 11,“Pension and Other Postretirement Benefits”
to the audited Consolidated Financial StatementBAECO in“Item 8. Financial Statements and Supplementary
Data” included in this Form 10-K for further discussioiiPension Plans.

Capital Resources

IPALCO is a holding company, and accordingly subtiédly all of its cash is generated by the opag#ctivities
of its subsidiaries, principally IPL. None of itgtssidiaries, including IPL, is obligated under aslguaranteed to
make payments with respect to the 2016 IPALCO Notahe 2018 IPALCO Notes; however, all of IPL'stwmon
stock is pledged to secure these notes. AccordiligAL CQO’s ability to make payments on the 2016 LXO
Notes and the 2018 IPALCO Notes depends on thayabilIPL to generate cash and distribute it tAlIZO.

While we believe that our sources of liquidity wik adequate to meet our needs, this belief isdb@asa number of
material assumptions, including, without limitati@ssumptions about weather, economic conditiams¢i@dit
ratings and those of AES and IPL, regulatory casts, environmental regulation and pension ohliget If and

to the extent these assumptions prove to be inatEgusur sources of liquidity may be affected. Mwer, changes
in these factors or in the bank or other creditkegr could reduce available credit or our abilityénew existing
credit facilities on acceptable terms. The absefi@glequate liquidity could adversely affect ouiligbto operate
our business, and our results of operations, filshoondition and cash flows.

Indebtedness
Line of Credit
In May 2014, IPL entered into an amendment andtestent of its 5-year $250 million revolving crefitility

with a syndication of banks, as discussed in Notér@lebtedness — Line of Crétiib the audited Consolidated
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Financial Statements of IPALCO iftém 8. Financial Statements and Supplementary Datas credit agreement
is an unsecured committed line of credit to be u@gtb finance capital expenditures; (ii) to redihce indebtedness
under the existing credit agreement; (iii) to suppeorking capital; and (iv) for general corporaigrposes.

IPL First Mortgage Bonds

In June 2013, IPL issued $170 million aggregateqgipial amount of first mortgage bonds, 4.65% Sedas June
2043. Net proceeds from this offering were appratety $167.9 million, after deducting the initialrohasers’
discounts, fees and expenses for the offering payablPL. The net proceeds from the offering wesed in June
of 2013 to finance the redemption of $110 milliggeegate principal amount of IPL first mortgage dr6.30%
Series, due July 2013, and to pay related feegresgs and applicable redemption prices. We usedradining
proceeds to finance a portion of our environmetdaistruction program and for other general corgopatposes.

In June 2014, IPL issued $130 million aggregateqgypial amount of first mortgage bonds, 4.50% Sedas June
2044. Net proceeds from this offering were apprataty $126.8 million, after deducting the initialnohasers’
discounts, fees and expenses for the offering gayablPL. The net proceeds from the offering wesed: (i) to
finance a portion of IPL’s construction prograni) (@ finance a portion of IPL’s capital costs ttelé to
environmental and replacement generation projecis;(iii) for other general corporate purposes.

Credit Ratings

Our ability to borrow money or to refinance exigtimdebtedness and the interest rates at whichawéarrow
money or refinance existing indebtedness are &ffielsy our credit ratings. In addition, the applieabterest rates
on IPL’s credit facility (as well as the amountagftain other fees on the credit facility) are defsnt upon the
credit ratings of IPL. Downgrades in the creditrrgs of AES could result in IPL’s and/or IPALCO’sedit ratings
being downgraded. Any reduction in our debt or itnedings may adversely affect the trading pri€ewur
outstanding debt securities.

In April 2012, Fitch Ratings downgraded the IssDefault Rating of IPALCO to ‘BB+’ from ‘BBB-’ and
downgraded the instrument rating of IPALCQO’s seiecured notes by one notch to ‘BB+' from ‘BBB+\. |
addition, Fitch Ratings affirmed the Issuer Def&idtting of IPL at ‘BBB-', as well as affirmed IPL&ecurity
ratings. In a press release announcing the dowagFatth Ratings cited various factors to explam downgrade,
including, but not limited to: IPALCQO's highly levaged capital structure, the sole support IPALCE2irges from
the upstream distributions from IPL, a rise in @tigig costs including pension expenses, signifitargls of
capital spending for environmental compliance &tdRd lower wholesale power pricing.

In February 2013, S&P announced that it had revitsectiteria for rating utility first mortgage bds. As a result
of the revised criteria, S&P upgraded the ratingRtfs Senior Secured first mortgage bonds by ostemto
‘BBB+’ from ‘BBB’.

In November 2013, S&P announced that it had revitsectiteria for long-term issuer credit ratingas a result of
the revised criteria, S&P downgraded the long-tesuer credit ratings of IPALCO and IPL to ‘BB+bfn ‘BBB-’
in December 2013. The downgrade reflects S&P’esssnent that the cumulative value provided by iexgst
structural protections insulate the credit quadityPALCO and IPL from our ultimate parent, AES, asufficient
basis to support a 2-notch rating differential éast of the prior 3-notch rating differential. Délstrument ratings
were affirmed.
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In January 2014, Moody's upgraded the ratings &iLi€O and IPL by one notch in line with their moavbrable
view of the relative credit supportiveness of th& Uegulatory framework for electric and gas tifi.

The credit ratings of IPALCO and IPL as of Febru2by 2015, are as follows:

Moody'’s S&P Fitch Ratings
IPALCO Issuer Rating/Corporate Credit
Rating/Long-term Issuer Default Rating - BB+ BB+
IPALCO Senior Secured Notes Baa3 BB+ BB+
IPL Issuer Rating/Corporate Credit Rating/Long-
term Issuer Default Rating Baal BB+ BBB-
IPL Senior Secured A2 BBB+ BBB+

We cannot predict whether our current credit ratiogthe credit ratings of IPL will remain in eftdor any given
period of time or that one or more of these ratiwidknot be lowered or withdrawn entirely by airgt agency. A
security rating is not a recommendation to buyl,aehold securities. Such ratings may be subjecevision or
withdrawal at any time by the assigning rating oigation, and each rating should be evaluated ied@gntly of
any other rating.

Dividend and Capital Structure Restrictions

IPL's mortgage and deed of trust and its amendedes of incorporation contain restrictions on I1®hbility to
issue certain securities or pay cash dividend$o&®as any of the several series of bonds of #8uéd under its
mortgage remains outstanding, and subject to ceetadeptions, IPL is restricted in the declaradod payment of
dividends, or other distribution on shares of @pital stock of any class, or in the purchase demgption of such
shares, to the aggregate of its net income, aratefn the mortgage, after December 31, 1939. Tiuat which
these mortgage provisions would have permittedttPdeclare and pay as dividends at December 34,201
exceeded IPL’s retained earnings at that dateddiitian, pursuant to IPL’s articles, no dividendaynbe paid or
accrued and no other distribution may be made atsIEommon stock unless dividends on all outstagdihares of
IPL preferred stock have been paid or declaredsehdpart for payment.

IPL is also restricted in its ability to pay diviutgs if it is in default under the terms of its atddcility, which could
happen if IPL fails to comply with certain covermrithese covenants, among other things, requirédPhaintain
total debt to total capitalization not in exces®d5 to 1, in order to pay dividends. As of Decembl, 2014 and as
of the filing of this report, IPL was in complianadth all covenants and no event of default existed

IPL’'s amended articles of incorporation also regtiirat, so long as any shares of preferred starkuatstanding,
the net income of IPL, as specified in the articlesat least one and one-half times the totatesteon the funded
debt and the pro forma dividend requirements orotiistanding, and any proposed, preferred stoakreeainy
additional preferred stock is issued. IPL’'s morgagd deed of trust requires that net earningalaslated
thereunder be at least two and one-half timesthea interest requirements before additional bazstsbe
authenticated on the basis of property additiossoffDecember 31, 2014, these requirements wouldhaterially
restrict IPL’s ability to issue additional prefedrstock or first mortgage bonds in the ordinaryrselwof prudent
business operations.
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REGULATORY MATTERS
General

IPL is a regulated public utility principally engadyin providing electric service to the Indianapatietropolitan
area. As a regulated entity, we are required tacas®@in accounting methods prescribed by regutdiodies which
may differ from accounting methods required to beduby nonregulated entities.

An inherent business risk facing any regulated ipuldllity is that of unexpected or adverse reguigtaction.
Regulatory discretion is reasonably broad in Indjas it is elsewhere. We attempt to work coopezhtiwith
regulators and those who participate in the regofgtrocess, while remaining vigilant in protectimgasserting our
legal rights in the regulatory process. We takaetive role in addressing regulatory policy issimethie current
regulatory environment. Additionally, there is iaased activity by environmental regulators, whiak had and
will continue to have a significant impact on ogeoations and financial statements for the forddedature. We
have a pending petition with the IURC regarding plans for compliance with recently issued wastewat
requirements and have recently received orderoapyy our compliance plans for EPA’'s MATS rules,igrh
include additional environmental controls, uniinesnents and repowerings, and replacement genergfee
“Environmental Matters.)

Basic Rates and Charges

Our basic rates and charges represent the largegtanent of our annual revenues. Our basic ratkslaarges are
determined after giving consideration, on a pravambasis, to all allowable costs for ratemakingppses including
a fair return on the fair value of the utility peay used and useful in providing service to cugtamThese basic
rates and charges are set and approved by the #8Cpublic hearings. Such proceedings, which lwaeairred at
irregular intervals, and involve IPL, the Indian#i€e of Utility Consumer Counselor, and other netgted
stakeholders. Pursuant to statute, the IURC i®talact a periodic review of the basic rates andggsof all
Indiana utilities at least once every four yeats,the IURC has the authority to review the rateany Indiana
utility at any time. Once set, the basic rates @marges authorized do not assure the realizatianfaif return on
the fair value of invested property.

Our basic rates and charges were last adjuste@9ié; however, IPL filed a petition with the IURC Drecember
29, 2014, for authority to increase its basic rates charges by approximately $67.8 million annyalt 5.6%. An
order on this proceeding will likely be issued hg {URC in the fourth quarter of 2015 with any raltenge
expected to become effective by early 2016. Thitigeialso includes requests to implement rate stdjent
mechanisms for short term recovery of fluctuationthe following costs: (1) capacity purchase co&} off-
systems sales margins; and (3) MISO non-fuel clsafigeSO fuel charges are already included in th€kate
mechanism as described below). No assurances agimdreas to the outcome of this proceeding.

Our declining block rate structure generally pr@gdor residential and commercial customers tohaeged a
lower per kWh rate at higher consumption levelsrEfore, as volumes increase, the weighted avenacg per
kWh decreases. Numerous factors including, butimited to, weather, inflation, customer growth arghge, the
level of actual operating and maintenance experatificapital expenditures including those requingd
environmental regulations, fuel costs, generatimgjavailability and purchased power costs, caadfthe return
realized.

FAC and Authorized Annual Jurisdictional Net Opergtincome

IPL may apply to the IURC for a change in IPL’slfubarge every three months to recover IPL’s edtchduel
costs, including the energy portion of purchasedgyaosts, which may be above or below the levelkided in
IPL’s basic rates and charges. IPL must presedeeci in each FAC proceeding that it has made eeasonable
effort to acquire fuel and generate or purchasegp@wboth so as to provide electricity to its Hetastomers at the
lowest fuel cost reasonably possible.
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Independent of the IURC's ability to review basites and charges, Indiana law requires electlitiegiunder the
jurisdiction of the IURC to meet operating expeansd income test requirements as a condition foragp of
requested changes in the FAC. Additionally, custorafinds may result if a utility’s rolling twelveonth
operating income, determined at quarterly measuneneges, exceeds a utility’s authorized annuadglictional net
operating income and there are not sufficient @pplie cumulative net operating income deficienagginst which
the excess rolling twelve-month jurisdictional nperating income can be offset.

ECCRA

IPL may apply to the IURC for approval of a ratguastinent known as the ECCRA every six months tovec
costs to install and/or upgrade CCT equipment. tdte amount of IPL’s CCT equipment approved for@EA
recovery as of December 31, 2014 was $827 millldwe jurisdictional revenue requirement that waseypgd by
the IURC to be included in IPL’s rates for the sionth period from September 2014 through Febru@iy2vas
$56.8 million. During the years ended December2814, 2013 and 2012, we made total CCT expenditfres
$176.3 million, $126.6 million, and $15.0 milliorespectively. The vast majority of such costs ameverable
through our ECCRA filings. Also, se&hvironmental Mattersfor discussion of recovery of costs to complylwit
current and expected environmental laws and regukat

DSM

In March 2014, legislation, referred to as the SEA, was approved that effectively ended the IURD'srgy
efficiency targets established in a 2009 stateviddaeric DSM Order. Although SEA 340 puts an enestablished
efficiency targets, IPL will continue to offer cesffective energy efficiency and demand responsgnams as one
of many resources to meet future demand for elgigtri

In December 2014, we received approval from theQUR our 2015-2016 DSM plan. The approval includest
recovery on a set of DSM programs to be offere2l0ih5-2016 that is similar to the 2014 set of proggaSimilar to
the current DSM framework, we are eligible to rgegperformance incentives dependent upon the téhalccess
of the programs. Additionally, we were granted auitly to record a regulatory asset for recovery iiuture base
rate case proceeding for lost margins which réeuth decreased kWh related to implementation of¢HaSM
programs.

IPL's Smart Energy Project

In 2010, IPL was awarded a smart grid investmeanigfor $20 million as part of its $48.9 million &rhEnergy
Project (including smart grid technology), whiclopides IPL’s customers with tools to help them melffeciently
use electricity and included an upgrade of IPL&c#Eic delivery system infrastructure. Under thangrthe U.S.
Department of Energy provided $20 million of norgthbe reimbursements to IPL for capitalized cosseasted
with IPL’s Smart Energy Project. These reimbursets@rere accounted for as a reduction of the capa@lSmart
Energy Project costs. We received the final gramhbursement in 2013.

Wind and Solar Power Purchase Agreements

We are committed under a power purchase agreem@nirthase approximately 100 MW of wind-generated
electricity through 2029 from a wind project in lada. We are also committed under another agreetment
purchase approximately 200 MW of wind-generatedtgtgty for 20 years from a project in Minnesotahich
began commercial operation in October 2011. Intaxdiwe have 97 MW of solar-generated electrigitpur
service territory under contract in 2015, of wh@hMW was in operation as of December 31, 2014 héle
authority from the IURC to recover the costs fdrohlthese agreements through an adjustment mesani
administered within the FAC.

MISO Real Time RSG
MISO collects RSG charges from market participamsay for generation dispatched when the cosssicif

generation are not recovered in the market clegiitg. Over the past several years, there have tisagreements
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between interested parties regarding the calculatiethodology for RSG charges and how such chatymsd be
allocated among the individual MISO participantsider the methodology currently in effect, RSG ckargave
little effect on IPL’s financial statements as ttast majority of such charges are considered todlecosts and are
recoverable through IPL’'s FAC, while the remainddoeing deferred for future recovery in accordanith

GAAP. However, the IURC’s orders in IPL's FAC 78 @nd 79 proceedings approved IPL's FAC factormon a
interim basis, subject to refund, pending the ome@f a FERC proceeding regarding RSG chargesm@and a
subsequent appeals therefrom. In a recent FAC pding, IPL requested that the subject to refunigdesion be
removed and that FAC 77, 78 and 79 proceedingsdueinal with no modifications. In February 201 IURC
issued an order approving IPL’s request.

MISO Transmission Expansion Cost Sharing and FER{&01000

Beginning in 2007, MISO transmission system ownenoers including IPL began to share the costs of
transmission expansion projects with other transimissystem owner members after such projects agpeoved
by the MISO board of directors. Upon approval by iSO board of directors the transmission systemey
members must make a good faith effort to build angay for the projects. Costs allocated to IPLther projects of
other transmission system owner members are cetldnt MISO per their tariff.

On July 21, 2011, the FERC issued Order 1000, amgrtde transmission planning and cost allocation
requirements established in Order No. 890. Thradgter 1000, the FERC:

(1) requires public utility transmission providers farficipate in a regional transmission planning psscand
produce a regional transmission plan;

(2) requires public utility transmission providersatmend their open access transmission tariffs toriles
how public policy requirements will be consideraddcal and regional transmission planning procgsse

(3) removes the federal right of first refusal for e@mttransmission facilities; and

(4) seeks to improve coordination between neighboriagsimission planning regions for interregional
facilities.

MISO'’s approved tariff in part already compliestwidrder 1000. However, Order 1000 resulted in charig
transmission expansion costs charged to us by ME&©h changes relate to public policy requireméots
transmission expansion within the MISO footprint¢is as to comply with renewable mandates of ottaes
within the footprint. These charges are difficolteistimate, but are expected to be material toithénaa few years;
however, it is probable, but not certain, that ¢hessts will be recoverable, subject to IURC apaloVhrough
December 31, 2014, we have deferred as a regulasset $7.6 million of MISO transmission expansiosts.

Senate Bill 560

In April 2013, Senate Bill 560 became law in Indiairhis law provides more regulatory flexibility lee process
for reviewing necessary utility system improvemearid determining appropriate rates. Senate Bill &gvs
utilities to propose a seven-year infrastructuengdor distribution, transmission and storage ®IthRC and, if the
plan is considered reasonable by the IURC, théyutibuld recover its investment in facilities idiéied in the plan
in a timely manner. In addition, when Indiana tigé apply for a change in their basic rates arsggs, if new
rates are not approved by the IURC within 300 dHiex the utility filed its case-in-chief, the bdllows the utility
to implement temporary rates including 50% of thepesed increase. Such temporary rates would Jectub a
reconciliation implemented via a credit or surclesirgequal amounts each month for six months gfithRC'’s
final order established rates were to differ frdva temporary rates previously placed into effebe TURC would
be allowed to extend the 300-day deadline by 6@ d@y good cause. Both provisions, as well asdalitianal
provision that allows utilities to utilize a forwddooking test year in rate cases, recognize tpdalantensive
nature of the energy industry and seek to reduce ietween a utility’s investment and the oppotyutu recover
the investment through rates.
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ENVIRONMENTAL MATTERS

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzatt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pewhit revocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full complianwith such
laws, regulations and permits

From time to time, we are subject to enforcemetibas for claims of noncompliance with environmedavs and
regulations. IPL cannot assure that it will be ®sstul in defending against any claim of nonconmuléa However,
with the possible exception of the NOV from the E@@Ae New Source Reviéwelow), we do not believe any
currently open environmental investigations wiluk in fines material to our results of operatidinsancial
condition and cash flows.

Under certain environmental laws, we could be hesghonsible for costs relating to contaminatioawatpast or
present facilities and at third-party waste dispegas. We could also be held liable for humanaesgpe to such
hazardous substances or for other environmentahgan©Our costs of complying with current and future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances may adversely affect ourdassiresults of operations, financial condition eash flows. A
discussion of the legislative and regulatory ititi@s most likely to affect us follows.

MATS

In April 2012, the EPA’s rule to establish maximachievable control technology standards for eacarumus air
pollutant regulated under the CAA emitted from caxadl oil-fired electric utilities, known as “MATShecame
effective. IPL management has developed a plaortpty with this rule. Most of our coal-fired capgchas acid
gas scrubbers or comparable control technologmseter, there are other improvements to such cbntro
technologies that are necessary to achieve congglidunder the CAA, compliance with MATS is requitadApril
16, 2015; however, the compliance period for centaiits, or groups of units, may be extended bie giarmitting
authorities (for up to one additional year) or tigh a CAA administrative order from the EPA (footrer
additional year). In December 2012, IDEM grantamha-year extension covering all coal-fired unitélatding
Street and Eagle Valley, in addition to Unit 3 &it 4 at Petersburg. In February 2013, IDEM grdraghree-
month extension on Petersburg Unit 2.

On August 14, 2013, the IURC approved IPL's MAT&mlwhich includes investing up to $511 milliortte
installation of new pollution control equipment IBtL’s five largest base load generating units. Ehaesal-fired
units are located at IPL’s Petersburg and HardingeS generating stations. The IURC also approdsirequest
to recover operating and construction costs far digjuipment (including a return) through a rateistdpjent
mechanism, with certain stipulations. IPL planspend a total of $460 million for this project gpeximately
$51 million of costs will largely be avoided if IRLplans to refuel Harding Street Station Unit@nfrcoal to
natural gas are approved (sémit Retirements and Replacement Generdtimiow).

Several lawsuits challenging the MATS rule havenbided by other parties and consolidated intoreyls
proceeding before the U.S. Court of Appeals forQisrict of Columbia Circuit. In April 2014, the.B. Court of
Appeals issued an opinion upholding the MATS ririe]uly 2014, numerous states and two trade grpaptoned
the U.S. Supreme Court to review this opinion, endovember 2014, the U.S. Supreme Court agresdadh
review. The Court is expected to review by July2diowever, we currently cannot predict the outcarfhis
litigation, or its impact, if any, on our MATS cofignce planning.

On June 20, 2014, IPL contemporaneously filed a@vaiequest or in the alternative, a complaint vilith FERC

requesting a waiver or changes to MISO rules thihallow IPL to keep 216 MW of reliable capacityailable at
its Eagle Valley generating station from June 1,%0hrough April 15, 2016. Both of these filingzjuest that the
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FERC either waive or reform certain requirementthefMISO tariff for failing to address the specifi
circumstances resulting from compliance with MATEL maintains that MISO has not addressed sevspads of
the issue created by the disconnect between the 3/@mpliance deadline (April 16, 2016) and the efithe
MISO planning year for capacity purposes (Juned162. On October 15, 2014, this waiver request aggsoved
by the FERC.

On February 17, 2015, EPA published a proposedthalemakes corrections and clarifies several ssgsociated
with implementation of the MATS rule.

Unit Retirements and Replacement Generation

In the second quarter of 2013, IPL retired in plfee oil-fired peaking units with an average ldéapproximately
61 years (approximately 168 MW net capacity inljofalthough these units represented approximaiétyof IPL’s
generating capacity, they were seldom dispatched IO in recent years due to their relatively higheoduction
cost and in some instances repairs were neededctirdance with FERC accounting guidelines anddstahutility
practice for composite depreciation, these retirgmerere recorded as a reduction of $19.8 millmhdth ‘Utility
Plant in Service"and ‘Accumulated Depreciationdn our consolidated balance sheets, with no gaiossr
recognized.

In addition to the generating units IPL retiredhie second quarter of 2013, IPL has several otheegting units
that we expect to retire or refuel by 2017. Thesiésware primarily coal-fired and represent 472 M¥\et capacity
in total. To replace this generation, IPL filedetifion and case-in-chief with the IURC in April 2B seeking a
CPCN to build a 550 to 725 MW CCGT at its Eaglel®alStation site in Indiana and to refuel Hardirige8t
Station Units 5 and 6 from coal to natural gas (apimately 100 MW net capacity each). In May 201,
received an order on the CPCN from the IURC autirogithe refueling project and granting approvabtdd a 644
to 685 MW CCGT at a total budget of $649 millioheTcurrent estimated cost of these projects is $@Rion.

IPL was granted authority to accrue post in-serait@vance for debt and equity funds used duringstaiction
and to defer the recognition of depreciation expesfshe CCGT and refueling project until such tithat we are
allowed to collect both a return and depreciatigpemse on the CCGT and refueling project. The C@&Ekpected
to be placed into service in April 2017, and thieieBng project is expected to be completed byye20l16. The
costs to build and operate the CCGT and for theetifg project, other than fuel costs, will notreeoverable by
IPL through rates until the conclusion of a bage case proceeding with the IURC after the assete heen placed
in service.

On October 3, 2014, IPL filed a petition and casehief with the IURC seeking a CPCN to refuel HagdStreet
Station Unit 7 from coal to natural gas (about MW net capacity). This conversion is part of IPb\gerall
wastewater compliance plan for its power plantd{asussed inEnvironmental Wastewater Requireménts
below). We cannot be certain that the IURC willreurize the refueling or that we will be able tooeer costs
associated with such refueling through our rates.

Environmental Wastewater Requirements

In August 2012, IDEM issued NPDES permits to thie Fetersburg, Harding Street, and Eagle Valley gime
stations, which became effective in October 201IRDHS permits regulate specific industrial wastewaits storm
water discharges to the waters of Indiana undeti®e402 of the CWA. These permits set new watalityptbased
effluent discharge limits for the Petersburg andditey Street facilities, as well as monitoring arbter
requirements designed to protect human and adifatigvith full compliance with the new effluentfiitations
required by October 2015. In April 2013, IPL re@svan extension to the compliance deadline thr@egtember
2017 for IPL’s Harding Street and Petersburg faesithrough agreed orders with IDEM.

IPL conducted studies to determine the operatiohahges and control equipment necessary to conifiytie
new limitations. In developing its compliance plai®d_ made assumptions about the outcomes anddatjans of
Federal rulemakings with respect to CCR (final mf@ounced in December 2014), cooling water in{éikal rule
effective as of October 2014) and wastewater effii€final rule expected in September 2015).
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On October 16, 2014, IPL filed its wastewater caemle plans with the IURC. IPL is seeking apprduala CPCN
to install and operate wastewater treatment teciyies at its Petersburg Plant and Harding Stresttost as well as
for the refueling of Unit 7 at Harding Street. fflmoved, IPL will invest $332 million in these pecjs to ensure
compliance with the wastewater treatment requirgsniey 2017.

We expect to recover through our environmental adfestment mechanism any operating or capital ripgres
related to compliance with these NPDES permit nesménts. Recovery of these costs is sought thranghdiana
statute that allows for 80% recovery of qualifyowsts through a rate adjustment mechanism withettmainder
recorded as a regulatory asset to be consideragddovery in the next base rate case proceedinvgever, there
can be no assurances that we will be successthhtrregard. In light of the uncertainties at tiise, we cannot
predict the impact of these permit requirementsanconsolidated results of operations, cash flav$inancial
condition, but it is expected to be material.

In June 2013, the EPA published proposed rulespmamy known as “ELGs” to reduce toxic pollutantsaharged
into waterways by power plants. The proposed EL®sSrdended to update the existing technology-basked for
controlling the discharge of pollutants from vasouaste streams associated with steam electricaérng
facilities. It is too early to determine whethee final version of the ELGs will materially impd&L or its current
or future NPDES permits. Under a consent decreeEBA is required to finalize the ELGs by Septenies.

In April 2014, the EPA along with the U.S. Army @srof Engineers issued a proposed rule definingviters of
the U.S. The related public comment period closedavember 2014. This rulemaking has the potetdiahpact
all programs under the CWA. Expansion of regulateterways is possible based on initial review ef pinoposal,
which may impact several permitting programs. Althlb we cannot at this time determine the timingrgract of
compliance with any new regulations, more stringegulations could have a material impact on owragons
and/or consolidated financial results.

New Source Review

In October 2009, IPL received an NOV and Findin@flation from the EPA pursuant to the CAA SectbiB(a).
The NOV alleges violations of the CAA at IPL’s terprimarily coal-fired electric generating faciié dating back
to 1986. The alleged violations primarily pertairtthte PSD and nonattainment New Source Review remeaints
under the CAA. Since receiving the letter, IPL ngaraent has met with the EPA staff regarding possibl
resolutions of the NOV. At this time, we cannotgiot the ultimate resolution of this matter. Howg\aettlements
and litigated outcomes of similar cases have reguiompanies to pay civil penalties, install addisil pollution
control technology on coal-fired electric genergtimits, retire existing generating units, and stue additional
environmental projects. A similar outcome in thése could have a material impact on our businesswdild seek
recovery of any operating or capital expendituetated to air pollution control technology to reduegulated air
emissions; however, there can be no assurances¢habuld be successful in that regard. IPL hasndsd a
contingent liability related to this matter.

Climate Change Legislation and Regulation
One byproduct of burning coal and other fossil $uislthe emission of GHGs, including €@ e face certain risks
related to existing and potential federal, statgianal and local GHG legislation and regulationsluding risks

related to increased capital expenditures or atbepliance costs which could have a material adveffect on our
results of operations, financial condition and ctsWs.
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The possible impact of any existing or future fedl @HG legislation or regulations or any regionastate proposal
will depend on various factors, including but riatited to:

= The geographic scope of legislation and/or regutefe.g., federal, regional, state), which entities
subject to the legislation and/or regulation (estpctricity generators, load-serving entitiesceleity
deliverers, etc.), the enactment date of the latigsi and/or regulation and the compliance deasl|get
forth therein;

= The level of reductions @HGs being sought by the regulation and/or legastage.g., 10%, 20%, 50%,
etc.) and the year selected as a baseline forrdiglieig the amount or percentage of mand&eids
reduction (e.g., 10% reduction from 1990 emissewels, 20% reduction from 2000 emission levels)etc

= The legislative and/or regulatory structure (eaggHG cap-and-trade program, a carbon@aG
emission limits, etc.);

= In any cap-and-trade program, the mechanism usddtemsmine the price of emission allowances oretéfs
to be auctioned by designated governmental aub®Gr representatives;

= The price of offsets and emission allowances insmondary market, including any price floors acer
caps on the costs of offsets and emission allove&nce

= The operation of and emissions from regulated pnits

=  The permissibility of using offsets to meet redotiequirements and the requirements of such sffset
(e.g., type of offset projects allowed, the amafriffsets that can be used for compliance purpasgs
geographic limitations regarding the origin or ltbea of creditable offset projects), as well as thethods
required to determine whether the offsets havetagbin reductions in GHG emissions and that those
reductions are permanent (i.e., the verificatiothod);

=  Whether the use of proceeds of any auction condumteesponsible governmental authorities is
reinvested in developing new energy technologg&sased to offset any cost impact on certain energy
consumers or is used to address issues unrelapemher;

= How the price of electricity is determined, inclodiwhether the price includes any costs resultiomf
any new climate change legislation and the potetttimansfer compliance costs pursuant to ledatat
market or contract, to other parties;

= Any impact on fuel demand and volatility that mdfeet the market clearing price for power;

= The effects of any legislation or regulation on tiperation of power generation facilities that nmayurn
affect reliability;

= The availability and cost of carbon control teclugyy;

=  Whether legislation regulating GHG emissions witglude the EPA from regulating GHG emissions
under the CAA or preempt private nuisance suitstber litigation by third parties;

= Any opportunities to change the use of fuel atglperation facilities or opportunities to increase
efficiency; and

= Our ability to recover any resulting costs from oustomers and the timing of such recovery.

At this time, we cannot estimate the costs of caemgk with existing or potential federal, stateegional GHG
emissions reductions legislation or initiatives dugart to the fact that many of these proposaddraearlier stages
of development and any final laws, if adopted, dowdry drastically from current proposals. Any fealgstate or
regional legislation adopted in the U.S. that walquire the reduction of GHG emissions could heweaterial
adverse effect on our business and/or results efabpns, financial condition and cash flows.

The U.S. Congress has considered several diffdrafitbills pertaining to GHG legislation, includin
comprehensive GHG legislation that would impact yniadustries and more limited legislation focusomgy on
the utility and electric generation industry. Altlgh no legislation pertaining to GHG emissions lesn passed to
date by the U.S. Congress, similar legislation imeygonsidered or passed by the U.S. Congress itire. In
addition, in the past Midwestern state governarsl(iding the Governor of Indiana) and the premfdvianitoba,
Canada committed to reduce GHG emissions througiimiplementation of a cap-and-trade program putsoathe
Midwestern Greenhouse Gas Reduction Accord. Tholglparticipating states and province are no lopgesuing
this commitment, similar state or regional initi@$ may be pursued in the future.
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In January 2011, the EPA began regulating GHG eomissrom certain stationary sources under theadiea
“Tailoring Rule.” The regulations are being implemed pursuant to two CAA programs: the Title V Gyigg
Permit program and the program requiring a perfinihdergoing certain new construction or major rfiodtions,
the PSD program. Obligations relating to Title & pits include recordkeeping and monitoring requiats.
Sources subject to PSD can be required to impleB@QIT. In June 2014, the U.S. Supreme Court rufed the
EPA had exceeded its statutory authority in isstiregTailoring Rule by regulating under the PSDgpaon sources
based solely on their GHG emissions. However, tt& Bupreme Court also held that the EPA could se@HG
BACT requirements for sources already requiredrjolément PSD for certain other pollutants. Themsfdrfuture
modifications to IPL’s sources require PSD reviewdther pollutants, it may also trigger GHG BACT
requirements. The EPA has issued guidance on wh@fTBentails for the control of GHG and individughtes are
now required to determine what controls are requiog facilities within their jurisdiction on a cady-case basis.
In December 2010, the Indiana Air Pollution ConBolard adopted a final rule implementing the TailgrRule in
Indiana, and the rule was published in the IndRRagister in March 2011. The ultimate impact of BACT
requirements applicable to us on our operationaadpe determined at this time as IPL will not bguired to
implement BACT until IPL constructs a new major sx@ior makes a major modification of an existingana
source. However, the cost of compliance could bterizd.

The EPA proposed a rule in January 2014 estabjigiBPS for C@emissions for newly constructed fossil-fueled
EUSGUs larger than 25 MW. The proposed rule ardteip that newly constructed coal-fueled EUSGUs rgdige
would need to rely upon partial implementation aftbmn capture and storage technology or other alcontrol
technology to meet the standard. In addition, netunal gas-fired EUSGUs must meet a standard gfreater than
1,000 pounds of C&per megawatt hour (if the rule is finalized indtarent form). The rule is expected to be
finalized this summer. The Eagle Valley CCGT wolbésubject to and is expected to comply with thippsed
standard.

The EPA issued proposed g@missions rules for existing power plants on Ir2014. Under the proposed rule,
called the Clean Power Plan, states would be judgaihst state-specific G@missions targets beginning in 2020,
with an expected total U.S. power sector emissiedsction of 30% from 2005 levels by 2030. For &mai
specifically, the Clean Power Plan proposes 20288 2@terim reduction goals and proposed 2030 fieduction
goals of no greater than 1,607 pounds of & megawatt hour and no greater than 1,531 poafn@d§), per
megawatt hour, respectively, a reduction of appnaely 20% from 2012 levels. The proposed rule iregistates
to submit implementation plans to meet the starslaed forth in the rule by June 30, 2016, withghbssibility of
one or two-year extensions under certain circunestanThe proposed rule was subject to a public cambprocess
and the EPA is expected to finalize it by the sumai€015. Among other things, we could be requiedake
efficiency improvements to our existing facilitidhe EPA also issued proposed carbon pollutiondstats for
modified and reconstructed power plants on Jurg24, which are also expected to be finalized leystimmer of
2015. Various states, including Indiana, and centegulated entities have filed lawsuits challeggime Clean
Power Plan. However, it is too soon to determinatvwhe rules for existing, modified and reconsedgbower
plants, and Indiana’s corresponding state impleati&mt plan for existing power plants, will requoace they are
finalized, whether they will survive judicial anther challenges, and if so, whether and when thmyldvmaterially
impact our business, operations or financial caovalit

Based on the above, there is some uncertaintyregbect to the impact of GHG rules on IPL. The GB#CT
requirements will not apply at least until we const a new major source or make a major modificatiban
existing major source, and the proposed NSPSafified in its current form, will not require usdaomply with an
emissions standard until we construct a new etegenerating unit. The planned CCGT at Eagle Va#leaxpected
to comply with the applicable GHG BACT requiremeatsl the proposed NSPS limit. Other than the CCGT
discussed above, we do not have any other majoificaitbns of an existing source or plans to camsita new
major source at this time. In light of these uraiattes, we cannot predict the impact of the ERAIgent and
future GHG regulations on our consolidated resafitsperations, cash flows, or financial conditibat it could be
material.
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CSAPR

In March 2005 the EPA signed the federal CAIR, whimposed restrictions against polluting the aidownwind
states. At the time, CAIR established a two-phag#onal “cap and trade” program for S&hd NQ emissions that
required the largest reduction in air pollutiomiore than a decade. CAIR covered 27 states, imgjudidiana, and
the District of Columbia.

On July 6, 2011, the EPA announced a new ruleptace CAIR, requiring further reductions of S&hd NQ
emissions from power plants in 28 states, includimijana, that contribute to ozone and/or fineipkeripollution in
other states. This rule, known as the U.S. CSAB&yired initial compliance by January 1, 2012 fée 8nd annual
NOx reductions, and May 1, 2012 for ozone season tishsc On December 30, 2011, the U.S. Court of Afpe
for the District of Columbia issued an order stgyimplementation of CSAPR pending resolution ofileg
challenges to the rule. The Court further ordehed the CAIR remain in place during the stay. bmgAst 2012, the
U.S. Court of Appeals issued a ruling vacating CRAPhe Court ruling also required EPA to continue
administering CAIR.

In June 2013, the U.S. Supreme Court agreed tewetie D.C. Circuit Court’s decision to vacate C&A&hd in
April 2014, reversed the 2012 decision by the OCEcuit Court, reinstating CSAPR, and remandedctise back
to the D.C. Circuit Court for further proceedingmsistent with the U.S. Supreme Court decisioduime 2014, the
U.S. Department of Justice, on behalf of the ERédfa motion with the D.C. Circuit Court to lithé stay on
CSAPR and on October 23, 2014, the D.C. Circuitr€lifted the stay. On November 21, 2014, EPA amuadl a
Notice of Data Availability and a final interim rithat addresses allocations of emission allowatacesrtain units
for compliance with the CSAPR. These allowancecallions, which supersede the allocations annouimca@®011
NODA, reflect the changes to CSAPR made in subsgquémakings, as well as "re-vintaging" of prasty
recorded allowances so as to account for the imgfatie tolling of the CSAPR deadlines pursuardramrder
issued by the U.S. Court of Appeals for the DistwicColumbia Circuit. Oral arguments to addressrémaining
litigation regarding CSAPR are scheduled for Ma26i5. While we are unable to determine the fullactpf the
reinstatement of CSAPR until the D.C. Circuit Coamtl the EPA take further action, we believe the niay have
a material impact on IPL.

NAAQS

Under the CAA, the EPA sets NAAQS for six critgpallutants considered harmful to public health #rel
environment, including particulate matter, N©zone and S§which result from coal combustion. Areas meeting
the NAAQS are designated attainment areas whilgetioat do not meet the NAAQS are considered reninatent
areas. Each state must develop a plan to bringtteanment areas into compliance with the NAAQSiciwimay
include imposing operating limits on individual pta. The EPA is required to review NAAQS at fiveay

intervals.

Ozone.Over the past several years, the EPA has tightdtreeNAAQS for ground level ozone by lowering the
standard for daily emissions of ozone from 0.08@spaer million to 0.075 parts per million. In J@@13, the U.S.
Circuit Court of Appeals upheld the 0.075 partsmélion standard. Based on this ozone daily eroissitandard, it
would be expected that several areas that arentlyridesignated as in attainment for ozone mayeblesignated as
nonattainment, including areas where IPL’s Eagléeyaand Harding Street plants are located. In Ddner 2013
eight northeastern states petitioned the EPA tonaaiel upwind states, including Indiana, to the Gz@ransport
Region, a group of states required to impose erguargstrictions on ozone emissions. If the petitsogranted, our
facilities could be subject to such enhanced reqouents.

On December 17, 2014, EPA published a proposedeulsing NAAQS for ozone. EPA is proposing to |owlee
primary and secondary standards to a level withienge of 65 to 70 parts per billion. EPA alsorispmsing
revisions in data handling conventions and momitpriequirements for ozone, and revisions to thelatigns for
the PSD program to add a transition provision ftain applications. EPA intends to issue a finé regarding
the ozone NAAQS by October 2015. EPA intends toaratkainment/nonattainment designations for aniseelv
standards by October 2017. Those designationylikelld be based on 2014-2016 air quality data.
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Fine Particulate Matter.In 2005, several areas in the state of Indiana @esignated as nonattainment for fine
particulate matter for the 1997 daily and annuahdards, which include the areas where our Eagleywa
Petersburg, and Harding Street plants are locaie2D06, the EPA lowered the daily standard foe firarticulate
matter from 65 micrograms per cubic meter to 35ragitams per cubic meter. With respect to the dadydard, in
October 2009, the EPA announced plans to desigma#s as nonattainment based on new data, anéad! where
our plants are located, despite the more stringgamidard, will be in attainment with the daily stard according to
the EPA.

With respect to the annual standard, the EPA pludisn the Federal Register a final rule revisimgNAAQS for
particulate matter in January 2013. Among otherghj the final rule lowers the primary annual Rtandard

from 15 to 12nicrograms per cubic meter of air. IDEM recommentieBPA that all monitored areas in Indiana be
designated as attainment. On January 15, 2015,diBlshed its final attainment designations for 21042

standard. Compliance would be required by 2020lMlooperations are located in nonattainment areas.

NO, andSO,. On April 12, 2010, a one-hour primary NAAQS becaaffective for NQ. Additionally, on August
23, 2010, a new one-hour gfrimary NAAQS became effective. The final rule leypenting the one-hour SO
NAAQS also requires an increased amount of amt8€&atmonitoring sites. The EPA is considering one-hour
secondary NAAQS for NQand SQ, and plans to promulgate these secondary stanttagether in a separate
rulemaking. On August 5, 2013, EPA published inFkeeral Register its final designation, which iiie portions
of Marion, Morgan, and Pike counties as nonattaimnagth respect to the one-hour g&@andard.

On September 10, 2014, IDEM published its propastsiestablishing reduced $mits for IPL facilities in
accordance with a new one-hour standard of 75 partbillion, for the areas in which IPL’s HardiSgreet,
Petersburg, and Eagle Valley Generating Statioesat@. The expected compliance date for theséresnents is
January 1, 2017. No impact is expected for Eagléey or Harding Street Generating Stations bec#usse
facilities will cease coal combustion prior to t@mpliance date. It is expected that improvementie existing
FGDs at Petersburg will be required in order to plym IPL has engaged an engineering firm to furthesess
potential compliance measures and associated @odtsming. While costs associated with the prodosée
cannot accurately be predicted at this time, tlmyidcbe material.

Based on these current and potential ambient stdsdhe state of Indiana will be required to deiee whether
certain areas within the state meet the NAAQS. Wétpect to Marion, Morgan and Pike Counties, dbageany
other areas determined to be in “nonattainmeng”stiate of Indiana will be required to modify itai®
Implementation Plan to detail how the state wijaim its attainment status. As part of this procikss possible
that the IDEM or the EPA may require reductiongwifissions from our generating stations to reacinattent
status for fine particulate matter or S@t this time, we cannot predict what the impadt be to IPL with respect
to these new ambient standards, but it could benmaht

Waste Management and CCR

In the course of operations, our facilities gereesatlid and liquid waste materials requiring evahtlisposal or
processing. Waste materials generated at our iel@awer and distribution facilities include CCRI, scrap metal,
rubbish, small quantities of industrial hazardo@astes such as spent solvents, tree-and-land-aeasstes and
polychlorinated biphenyl contaminated liquids antids. We endeavor to ensure that all our solid landd wastes
are disposed of in accordance with applicable natjaegional, state and local regulations. With ékception of
CCR, waste materials are not usually physicallpased of on our property, but are shipped offfsitdinal
disposal, treatment or recycling. A small amoun€aR, which consists of bottom ash, fly ash angailution
control wastes, is disposed of at our Petersbuajfi@d power generation plant using engineeredmited
landfills; however, approximately 40% of our CCR &eneficially used off-site as a raw materialdooduction of
wallboard, concrete or cement and as a construotaterial in structural fills and approximately 6@8/lisposed.

On June 21, 2010, the EPA published in the Fed®glster a proposed rule that establishes regulaficoal
combustion residues under the RCRA, which consistédo options pursuant to which CCRs could beautaigd
as special waste under Subtitle C of RCRA or ashemardous solid waste under Subtitle D of RCRA. On
December 19, 2014, the EPA announced the final @GR which is to regulate CCRs under the lessiotise
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non-hazardous solid waste designation. This finl@l is expected to be effective by August 2015. fithe
establishes national minimum criteria for existamgl new CCR landfills and existing and new CCRaxef
impoundments (ash ponds), including location retstms, design and operating criteria, groundwatenitoring
and corrective action, and closure requirementspasti closure care. While the impact of the new nainnot
accurately be predicted at this time, our busin@&ssncial condition or results of operations cobklmaterially and
adversely affected by such regulations.

Cooling Water Intake Regulations

We use water as a coolant at our generating fasiliunder the CWA, cooling water intake structuaesrequired
to reflect the BTA for minimizing adverse environmi& impact. On August 15, 2014, the EPA publistedinal
standards to protect fish and other aquatic orgaidrawn into cooling water systems at large pqMents and
other facilities that withdraw from waters of thaitéd States greater than 2 million gallons per afayhich more
than 25% is used for cooling. The final rule beeaaffective on October 14, 2014. These standasdgdon
Section 316(b) of the CWA, require affected fa@itto choose amongst seven BTA options to redshe f
impingement. In addition, facilities that withdravater from a source water body above a minimumadetoiume
must conduct studies to assist permitting autlesitd determine whether and what site-specificrotstif any,
would be required to reduce entrainment of aquatianisms. This decision process would includeipubput as
part of a permit renewal or permit modificationislpossible this process could result in the rteadstall closed-
cycle cooling systems (closed-cycle cooling towess)ther technology. Finally, the standards regjthat new
units added to an existing facility must reducehbiotpingement and entrainment that achieves oneamf
alternatives under national BTA standards. IPL'DES permits will be updated with the requiremerithis rule,
including any source-specific requirements arigimg the evaluation process described above. Asalt; it is not
yet possible to predict the total impacts of tieisant final rule at this time, including any chagies to such final
rule and the outcome of any such challenges. Honvé\edditional capital expenditures are necessiugy could
be material. We would seek recovery of these cagiaenditures; however, there is no guarantee addvbe
successful in that regard.

Summary

Environmental laws and regulations presently regus to incur material capital expenditures andatpe costs.
We expect to incur material costs, both in cagtgdenditures and ongoing operating and mainteneosts, to
comply with the MATS rule (up to $460 million ingi#éal expenditures), NPDES permit requirementsuat o
Petersburg plant (up to $224 million in capital exgitures), and plans to refuel Unit 7 at Harditg& converting
from coal-fired to natural gas-fired (up to $108lioin in capital expenditures; which includes cdsisSNPDES,
MATS preservation and dry ash handling), and, lesaer extent to which we cannot predict accurapéal
expenditure requirements at this time, other exgzeetivironmental regulations related to: CCRs;ingolater
intake; NAAQS; EPA'’s proposed regulations relate@HG emissions from power plants; and ELGs. Initauid
the combination of existing and expected enviroralenegulations and other economic factors makkaty that
we will temporarily or permanently retire or repaveeveral of our existing, primarily coal-fired, alter and older
generating units within the next few years (thaltestimated costs of these projects is $626 milles discussed in
“Unit Retirements and Replacement Generdtadrove). We would expect to seek recovery of loathital and
operating costs related to all such compliancépalgh there can be no assurances that we woulddoessful in
that regard. In addition, environmental laws armptex, change frequently and have tended to becnare
stringent over time. As a result, our operatingemges and continuing capital expenditures assdoieth
environmental matters may increase. More stringemrtdards may also limit our operating flexibilityd have a
negative impact on our wholesale volumes and mardepending on the level and timing of recovelyvedd by
the IURC, these costs could materially and adveisiéct our results of operations, financial cdiodi and cash
flows. We may seek recovery of any operating oitahpxpenditures; however, there can be no assasahat we
would be successful in that regard.
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CRITICAL ACCOUNTING POLICIES
General

We prepare our consolidated financial statemenége@ordance with GAAP. As such, we are requiremhake
certain estimates, judgments and assumptions théelieve are reasonable based upon the informatiaiable.
These estimates and assumptions affect the repamednts of assets and liabilities at the datd@financial
statements and the reported amounts of revenuesxgetses during the period presented. Therefwe, t
possibility exists for materially different repodtamounts under different conditions or assumptiSignificant
accounting policies used in the preparation ofcthresolidated financial statements are describétbie 2
“Summary of Significant Accounting Policies3 the audited Consolidated Financial Statemeiht8ALCO in
“Iltem 8. Financial Statements and SupplementaryaDatcluded in this Form 10-K. This section addressdy
those accounting policies involving amounts matédi@ur financial statements that require the nessimation,
judgment or assumptions and should be read in notipn with Note 2;'Summary of Significant Accounting
Policies” to the audited Consolidated Financial StatemehtBALCO in “Item 8. Financial Statements and
Supplementary Dataincluded in this Form 10-K.

Regulation

As a regulated utility, we apply the provisionsA8C 980“Regulated Operations,Wwhich gives recognition to the
ratemaking and accounting practices of the IURCthed~ERC. In accordance with ASC 980, we havegeized
total regulatory assets of $419.3 million and $9#illion as of December 31, 2014 and 2013, re$ypsgt and
total regulatory liabilities of $638.9 million ar§b98.2 million as of December 31, 2014 and 201eetively.
Regulatory assets generally represent incurred toat have been deferred because such costsodwabpe of
future recovery in customer rates. Regulatory ads@ve been included as allowable costs for ratemgalurposes,
as authorized by the IURC or established regulgtoagtices. Regulatory liabilities generally regmtsobligations
to make refunds or future rate reductions to custsrfor previous overcollections or the deferralesfenues
collected for costs that IPL expects to incur i@ thture. Specific regulatory assets and liabgitiee disclosed in
Note 6,“Regulatory Assets and Liabilitiesb the audited Consolidated Financial Statemef8ALCO in “Item

8. Financial Statements and Supplementary Datafuded in this Form 10-K.

The deferral of costs (as regulatory assets) isogjate only when the future recovery of such €@sfprobable. In
assessing probability, we consider such factospasific orders from the IURC, regulatory precederd the
current regulatory environment. To the extent recgwf costs is no longer deemed probable, relagdlatory
assets would be required to be expensed in cypegitd earnings. Our regulatory assets and lisgslihave been
created pursuant to a specific order of the [IUR@stablished regulatory practices, such as otligrastunder the
jurisdiction of the IURC being granted recoverysohilar costs. It is probable, but not certain the@se regulatory
assets will be recoverable, subject to IURC apgdrova

Revenue Recognition

Revenues related to the sale of energy are gepeeaibgnized when service is rendered or enerdglisered to
customers. However, the determination of the ensadgs to individual customers is based on theimgaaf their
meters, which occurs on a systematic basis thrautghe month. At the end of each month, amountnefgy
delivered to customers since the date of the l@sémeading are estimated and the correspondibifjathrevenue
is accrued. In making our estimates of unbilleceraie, we use complex models that consider varemtsrs
including daily generation volumes; known amouritereergy usage by nearly all residential, small cercial and
industrial customers; estimated line losses; atichated customer rates based on prior period galiGiven the
use of these models, and that customers are biledmonthly cycle, we believe it is unlikely tmahterially
different results will occur in future periods whievenue is billed. The effect on 2014 revenuesemtting unbilled
revenues of a one percentage point increase amdadecin the estimated line losses for the monbeaEmber
2014 is ($0.4 million) and $0.4 million, respectiueAt December 31, 2014 and 2013, customer accowteivable
include unbilled energy revenues of $48.4 milliowd $50.1 million, respectively, on a base of anmeaénue of
$1.3 billion in 2014 and 2013. An allowance forgutial credit losses is maintained and amountsvaiteen off
when normal collection efforts have been exhausted.
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Pension Costs

We contributed $54.1 million, $49.7 million, andg$d million to the Pension Plans in 2014, 2013 202,
respectively.

Approximately 86% of IPL’s active employees area@d by the Defined Benefit Pension Plan, as veetha
Thrift Plan. The Defined Benefit Pension Plan gualified defined benefit plan, while the Thriftalis a qualified
defined contribution plan. The remaining 14% of\acemployees are covered by the RSP. The RSHualdied
defined contribution plan containing a profit singricomponent. All non-union new hires are coveneden the
RSP, while IBEW physical unit union new hires apgared under the Defined Benefit Pension Plan dndtT
Plan. The IBEW clerical-technical unit new hires ab longer covered under the Defined Benefit RPenBilan but
do receive an annual lump sum company contributitmthe Thrift Plan. This lump sum is in addititmIPL’'s
matching of participant contributions up to 6% akb compensation. The Defined Benefit PensioniBlan
noncontributory and is funded through a trust. Biémare based on each individual employee’s penksand and
years of service as opposed to their compensa&iemsion bands are based primarily on job duties and
responsibilities. Effective April 1, 2015, benefits non-union participants in the Defined Ben&f&nsion Plan will
be based on salary and years of service.

Reported expenses relevant to the Defined Benefisien Plan are dependent upon numerous factarsimgsfrom
actual plan experience and assumptions of futuypersence, including the performance of plan assetsactual
benefits paid out in future years. Pension coste@ated with the Defined Benefit Pension Planimacted by the
level of contributions made to the plan, earningglan assets, the adoption of new mortality talded employee
demographics, including age, job responsibilitied amployment periods. Changes made to the proxisibthe
Defined Benefit Pension Plan may impact currentfaiate pension costs. Pension costs may alsogpéisantly
affected by changes in key actuarial assumptiordiding anticipated rates of return on plan assetsthe
corporate bond discount rates, as well as, thetamppf a new mortality table used in determinihg projected
benefit obligation and pension costs.

Additionally, a small group of former officers atitkir surviving spouses are covered under a fundeequalified
supplemental pension plan. The total number oi@pants in the plan as of December 31, 2014 wag B8 plan is
closed to new participants.

From a FASB financial statement perspective, IRttal underfunded pension liability was approxinha®91.2
million as of December 31, 2014, of which the DefirBenefit Pension Plan liability and the Suppletalen
Retirement Plan liability represented $90.1 milleord $1.1 million, respectively.

Pension plan assets primarily consist of investmanequities (domestic and international), fixedame securities,
and short-term securities. Differences betweeunahgtortfolio returns and expected returns mayltésincreased
or decreased pension costs in future periods. Besists are determined as of the plan’s measutetagn of
December 31, 2014. Pension costs are determingtdddollowing year based on the market value ofspEn plan
assets, expected level of employer contributiorBseount rate used to determine the projectedflverdigation
and the expected long-term rate of return on ptzets.

For 2014, pension expense was determined usingsameed long-term rate of return on plan assets00R%. As of
the December 31, 2014 measurement date, IPL ded¢as discount rate from 4.92% to 4.06% for thériae
Benefit Pension Plan and decreased the discownfrrah 4.64% to 3.82% for the Supplemental Retimgnfidan.
The discount rate assumption affects the pensiparese determined for 2015. In addition, IPL decrddke
expected long-term rate of return on plan asseta ff.00% to 6.75% effective January 1, 2015. Theeeted long-
term rate of return assumption affects the pensigrense determined for 2015. The effect on 20X pansion
expense of a 25 basis point increase and decnedise assumed discount rate is ($1.7 million) ahd $nillion,
respectively. The effect on 2015 total pension agpeof a 100 basis point increase and decreake expected
long-term rate of return on plan assets is ($6/#an) and $6.7 million, respectively.
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During the year 2014, our Pension Plans realizeet actuarial loss of $58.4 million. The net adaldoss is
comprised of two parts: (1) a $90.7 million pendiability actuarial loss primarily due to a decsean the discount
rate used to value pension liabilities (resultingiloss of $73.4 million) and the adoption of amaortality table
(resulting in a loss of $19.4 million); partialljfset by (2) a $32.3 million pension asset actuaggan primarily due
to higher than expected return on assets.

In determining the discount rate to use for valdiagilities we use the market yield curve on higlmlity fixed
income investments as of December 31, 2014. Wegrthe expected benefit payments under the plsedoan
participant data and based on certain assumptmmsecning mortality, retirement rates, terminatiates, etc. The
expected benefit payments for each year are disedurack to the measurement date using the apptempot rate
for each half-year from the yield curve, therebyaifing a present value of all expected future Eepayments
using the yield curve. Finally, an equivalent sendiscount rate is determined which produces spteslue equal
to the present value determined using the fulldy@irve.

The yield curve we utilize was created by deriving rates for hypothetical zero coupon bonds fragh-yield
AA-rated coupon bonds of varying maturities betw8eémand 30 years. Non-callable bonds and ouf{aned as
bonds with yields outside of two standard deviatifmom the mean) are excluded in computing thedyéekve.
Using the bond universe just described, regressiatysis using least squares regression is usgetéomine the
best-fitting regression curve that links yield-t@aturity to time-to-maturity. We then convert thgmessed coupon
yield curve into a spot rate curve using the steshtaootstrapping” technique, which assumes thatgtice of a
coupon bond for a given maturity equals the pregalute of the underlying bond cash flows using zesopon spot
rates. In making this conversion, we assume tleategressed coupon yield at each maturity datesepts a
coupon-paying bond trading at par. We also cortherbond-equivalent (compounded semiannually) giedd
effective annual yields during this process. After yield curve is constructed, the Above Mean eusv
constructed from the high-quality bonds in theiahiyield curve construct that have a yield higthem the
regression mean. The pension cash flows are prddaceach year into the future until no more bampefyments
are expected to be paid, and represent the cash tlsed to produce the pension benefit obligatiopénsion
valuations. The pension cash flows are matchelde@ppropriate spot rates and discounted bacleto th
measurement date. The cash flows after 30 yeadisreunted assuming the 30-year spot rate rencaimstant
beyond 30 years. Once the present value of theftagh as of the measurement date has been dettrasing the
spot rates from the Above Mean curve, a singlevedent discount rate is developed. This rate issthgle uniform
discount rate that, when applied to the same daslsfresults in the same present value of the ftagls as of the
measurement date.

In establishing our expected long-term rate ofreassumption, we utilize a capital market assuomptnodel
developed by the plan’s investment consultant. Wifoslel takes into consideration risk, return andedation
assumptions across asset classes. A combinatiquaotitative analysis of historical data and gaéiie judgment
is used to capture trends, structural changes atethipal scenarios not reflected in historical data

The result of the analyses is a series of inputsgioduce a picture of how the plan consultarieles portfolios
are likely to behave through time. Capital marlsguanptions are intended to reflect the behaviaseét classes
observed over several market cycles. Stress asmmapre also examined, since the characteristiass®et classes
are constantly changing. A dynamic model is empdagemanage the numerous assumptions requireditoats
portfolio characteristics under different base encies, time horizons, and inflation expectations.

The Plan consultant develops forward-looking, loeign capital market assumptions for risk, retund a
correlations for a variety of global asset clasB#srest rates, and inflation. These assumptioasi@ated using a
combination of historical analysis, current maretironment assessment and by applying the coms$'sltawn
judgment. The consultant then determines an edquiliblong-term rate of return. We then take intosideration
the investment manager/consultant expenses, assvahy other expenses expected to be paid o éflan’s
trust. Finally, we have the Plan’s actuary perfartolerance test of the consultant’s equilibriurpested long-term
rate of return. We use an equilibrium expected {tmmgn rate of return compatible with the actuatglerance level.
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Impairment of Long-lived Assets

GAAP requires that we measure long-lived assetgripairment when indicators of impairment existatf asset is
deemed to be impaired, we are required to writerdthe asset to its fair value with a charge toentrearnings.
The net book value of our utility plant assets %29 billion and $2.6 billion as of December 3112@&nd 2013,
respectively. We do not believe any of these assetsurrently impaired. In making this assessmeatconsider
such factors as: the overall condition and gensgadind distribution capacity of the assets; theeetqu ability to
recover additional expenditures in the assets, aad®CT projects; the anticipated demand and velagtiicing of
retail electricity in our service territory and wasale electricity in the region; and the costual f

Income Taxes

We are subject to federal and state of Indianantetaxes. Our income tax provision requires sigaift judgment
and is based on calculations and assumptions thaubject to examination by the U.S. Internal RexeService
and other tax authorities. We regularly assespathential outcome of tax examinations when deteingithe
adequacy of our income tax provisions by considgtire technical merits of the filing position, cdse, and
results of previous tax examinations. ASC 740 pileses a more-likely-than-not recognition threshaidi
measurement requirements for financial statemegutrtimg of our income tax positions. Tax reservagenbeen
established, which we believe to be adequate atioel to the potential for additional assessmedtge
established, reserves are adjusted only when thenere information available or when an event ogcu
necessitating a change to the reserves. While lievbdhat the amount of the tax reserves is ressenit is
possible that the ultimate outcome of future exatiims may exceed current reserves in amountsthed be
material.

Contingencies

We accrue for loss contingencies when the amouttiteoloss is probable and estimable. We are sutgjectrious
environmental regulations, and are involved inaiartegal proceedings. If our actual environmeatal/or legal
obligations are different from our estimates, theognition of the actual amounts may have a méafenjzact on

our results of operations, financial condition @agh flows; although that has not been the casedltive periods
covered by this report. Please see Note'@@mmitments and Contingencie$d the audited Consolidated Financial
Statements of IPALCO ifitem 8. Financial Statements and SupplementaryaDacluded in this Form 10-K for
information about significant contingencies involgius. As of December 31, 2014 and 2013, total loss
contingencies accrued were $5.2 million and $418anj respectively, which were included @ther Current
Liabilities on the accompanying Consolidated Balance Sheets.

NEW ACCOUNTING STANDARDS
Please see Note ‘Zummary of Significant Accounting Policiet) the audited Consolidated Financial Statements
of IPALCO in*“Item 8. Financial Statements and SupplementaryaDatcluded in this Form 10-K for a discussion

of new accounting pronouncements and the potdmjadct to our results of operations, financial déod and
cash flows.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE AB  OUT MARKET RISK

Overview

The primary market risks to which we are exposedtlanse associated with environmental regulatiebf dnd
equity investments, fluctuations in interest rated the prices of fuel, wholesale power ,®lowances and certain
raw materials, including steel, copper and othenodities. We sometimes use financial instrumentsather
contracts to hedge against such fluctuations, éety on a limited basis, financial and commodi¢yidatives. We
generally do not enter into derivative instrumeotstrading or speculative purposes.

Environmental Regulation

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaatt;the

health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.

Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pewnit revocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full complianwith such
laws, regulations and permits. For further disaussplease sedtem 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations — iEEmvmental Matters

Wholesale Sales

We engage in wholesale power marketing activitias primarily involve the offering of utility-owneadr contracted
generation into the MISO day-ahead and real-timeketa.Our ability to compete effectively in the wholesale
market is dependent on a variety of factors, indgaur generating availability, the supply of washle power, the
demand by load-serving entities, and the formatibiPL’s offers into the market. Our wholesale newves are
generated primarily from sales directly to the MI&@ergy market. The average price per MWh we sottié
wholesale market was $34.71, $31.29 and $28.9914,22013 and 2012, respectively. During the pastyears,
wholesale revenues represented 4.7% of our taetra revenues on average. A decline in wholgsates can
have a significant impact on earnings, because ofasir nonfuel costs are fixed in the short terrd bower
wholesale prices can result in lower wholesale mas sold.

Equity Market Risk

Our Pension Plans are impacted significantly byettenomy as a result of the Pension Plans beimifisantly
invested in common equity securities. The perforzeant the Pension Plans’ investments in such comeaaiity
securities and other instruments impacts our egsris well as our funding liability. Please seeeNit,“Pension
and Other Postretirement Benefitgy the audited Consolidated Financial Statemeiit8ALCO in “Item 8.
Financial Statements and Supplementary Dateluded in this Form 10-K for additional Pens®ian information.

Inflation

During 2009, the recession had the effect of hgltive rapid inflation on certain raw materials liming steel,
copper and other commaodities that we experienced the previous few years to the point where soostschave
even declined. Inflation on raw materials remailodin 2012, 2013 and 2014. These and other raveniads serve
as inputs to many operating and maintenance preségadamental to the electric utility industrywer prices
reduce our operating and maintenance costs aneuapmur liquidity. The primary area in which inflat has
continued to increase at a steep rate is in theofdeealth care provided to our employees. Thisregatively
impacted our results of operations, financial cbadiand cash flows in recent years.
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Interest Rate Risk

We use long-term debt as a significant source pitakin our business, which exposes us to intaestrisk. We
do not enter into market risk sensitive instrumdotdrading purposes. We manage our exposuretéodst rate risk
through the use of fixed-rate debt and by refinagexisting long-term debt at times when it is dedraconomic
and prudent. In addition, IPL’s credit facility beanterest at variable rates based either on timeeHnterest rate or
on the London InterBank Offer Rate. Fair valueatiagj to financial instruments are dependent upengent
market rates of interest, primarily the London iB@nk Offer Rate. At December 31, 2014, we had @yaprately
$1,955.3 million principal amount fixed rate dehtlg50 million principal amount variable rate debtstanding.

Variable rate debt at December 31, 2014 was corgbie$ $50 million under the accounts receivableiggzation
facility. Based on amounts outstanding as of Deaarfi, 2014, the effect of a 25 basis point changkee
applicable rates on our variable-rate debt wouttldase or decrease our annual interest expenssaahgaid for
interest by $0.1 million and $(0.1 million), resfieely.

The following table shows our consolidated indehes (in millions) by maturity as of December 3114

2015 2016 2017 2018 2019 Thereafter Total Fair Value
Fixed-rate debt $ —$ 5319 $ 246 $ 4000 % — $ 9988 $ 1,955.3 $ 2,231.2
Variable-rate debt 50.0 — — — — — 50.0 50.0
Total Indebtedness $ 50.06 531.9 $ 246 $ 4000 $ — $ 998.8 $ 2,005.3 $ 2,281.2
Weighted Average
Interest Rates by
Maturity 0.83% 6.67% 5.40% 5.00% N/A 5.32% 5.51%

For further discussion of our fair value of ouréhdedness and book value of our indebtedness pdeasote 5,
“Fair Value Measurementsand Note 9/Indebtedness’to the audited Consolidated Financial Statemefnts o
IPALCO in*“Item 8. Financial Statements and SupplementaryaDatcluded in this Form 10-K.

Fuel

We have limited exposure to commodity price risktfee purchase of coal, the primary fuel used bioushe
production of electricity. We manage this risk bgyiding for all of our current projected burn thgh 2015 and
approximately 84% of our current projected burntfar three-year period ending December 31, 201demong-
term contracts. Pricing provisions in some of aung-term coal contracts allow for price changeseunertain
circumstances. Coal purchases made in 2015 aretexb® be made at prices that are slightly higian our
weighted average price in 2014. Our exposure tidhations in the price of coal is limited becausespant to
Indiana law, we may apply to the IURC for a chaimgeur fuel charge every three months to recoverestimated
fuel costs, which may be above or below the leirelkided in our basic rates. We must present ecielémeach
FAC proceeding that we have made every reasonéible ® acquire fuel and generate or purchase p@wvdoth
S0 as to provide electricity to our retail custosnar the lowest fuel cost reasonably possible.

Power Purchased

We depend on purchased power, in part, to meetetait load obligations. As a result, we also hiwéted
exposure to commodity price risk for the purchafselectric energy for our retail customers. Purelthgower costs
can be highly volatile. We are generally allowededoover, through our FAC, the energy portion afchased
power costs incurred to meet jurisdictional rel@ald. In certain circumstances, we may not be abtbt recover a
portion of purchased power costs incurred to maefwisdictional retail load. Se&tem 7. Management's
Discussion and Analysis of Financial Condition delsults of Operations — Regulatory Matters — FA@ an
Authorized Annual Jurisdictional Net Operating Inoe.”
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Retail Energy Market

The legislatures of several states have enactesitlzay allow various forms of competition or thaperiment with
allowing some form of customer choice of electyiguppliers for retail sales of electric energgiéma has not
done so. In Indiana, competition among electriag@neroviders for sales has focused primarily anghle of bulk
power to other public and municipal utilities. lada law provides for electricity suppliers to haxelusive retail
service areas. In order to increase sales, we teaaikract new customers into our service territédghough the
retail sales of electric energy are regulated, aee tompetition from other energy sources. For @l@nsustomers
have a choice of installing electric or natural pame and hot water heating systems.

Counterparty Credit Risk

At times, we may utilize forward purchase contrdotmanage the risk associated with power purchasescould
be exposed to counterparty credit risk in theseraots. We manage this exposure to counterpartitaigk by
entering into contracts with companies that aresetq to fully perform under the terms of the cacitr Individual
credit limits are generally implemented for eachrgerparty to further mitigate credit risk. We nago require a
counterparty to provide collateral in the eventaierfinancial benchmarks are not maintained, otad® credit
ratings are not maintained.

We are also exposed to counterparty credit riskedlto our ability to collect electricity salesrn our customers,

which may be impacted by volatility in the finarlaimarkets and the economy. Historically, our wiifés of
customer accounts have been immaterial, whichrsnoon for the electric utility industry.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of
IPALCO Enterprises, Inc.

We have audited the accompanying consolidated balsineets of IPALCO Enterprises, Inc. and Subsétigthe
Company) as of December 31, 2014 and 2013, anctkied consolidated statements of income, common
shareholder’s equity (deficit) and noncontrollimgerrest, and cash flows for each of the three yieatse period
ended December 31, 2014. Our audits also includedinancial statement schedules listed in thexraddtem 15a.
These financial statements and schedules are shensibility of the Company's management. Our nesibdity is
to express an opinion on these financial staten@msschedules based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaiBlo
(United States). Those standards require that we ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. We were not engaged to perforaudit of the
Company's internal control over financial reporti@ur audits included consideration of internaltcolrover
financial reporting as a basis for designing apdittedures that are appropriate in the circumstare not for the
purpose of expressing an opinion on the effectigemd the Company's internal control over finangglorting.
Accordingly, we express no such opinion. An auliibancludes examining, on a test basis, evideopparting the
amounts and disclosures in the financial statemastessing the accounting principles used andisaymt
estimates made by management, and evaluating #ralbfinancial statement presentation. We belignad our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢onsolidated
financial position of IPALCO Enterprises, Inc. a@dbsidiaries at December 31, 2014 and 2013, and the
consolidated results of their operations and tbeéh flows for each of the three years in the pegimded December
31, 2014, in conformity with U.S. generally accebéecounting principles. Also, in our opinion, tiedated

financial statement schedules, when consideredlation to the basic financial statements takea abole, present
fairly in all material respects the information &&tth therein.

/sl ERNST & YOUNG LLP

Indianapolis, Indiana
February 25, 2015
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Consolidated Statements of Income
For the Years Ended December 31, 2014, 2013 and 201
(In Thousands)

2014 2013 2012
UTILITY OPERATING REVENUES $ 1,321,674 $ 1,255,734 $ 1,229,777
UTILITY OPERATING EXPENSES:
Operation:
Fuel 411,217 376,450 340,647
Other operating expenses 218,932 235,082 217,124
Power purchased 116,648 94,265 121,238
Maintenance 113,248 112,913 99,568
Depreciation and amortization 185,263 182,305 176,843
Taxes other than income taxes 45,218 45,425 44,295
Income taxes - net 70,235 58,548 67,162
Total utility operating expenses 1,160,761 1,104,988 1,066,877
UTILITY OPERATING INCOME 160,913 150,746 162,900
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during construction 7,381 4,331 1,087
Miscellaneous income and (deductions) - net (2,236) (2,880) (2,290)
Income tax benefit applicable to nonoperating ineom 22,191 20,806 19,463
Total other income and (deductions) - net 27,336 22,257 18,260
INTEREST AND OTHER CHARGES:
Interest on long-term debt 108,104 104,602 103,435
Other interest 1,865 1,794 1,913
Allowance for borrowed funds used during constiutti (4,963) (2,517) (1,059)
Amortization of redemption premiums and expense it 5,275 5,075 4,875
Total interest and other charges - net 110,281 108,954 109,164
NET INCOME 77,968 64,049 71,996
LESS: PREFERRED DIVIDENDS OF SUBSIDIARY 3,213 3,213 3,213
NET INCOME APPLICABLE TO COMMON STOCK $ 74,755 $ 60,836 $ 68,783

See notes to consolidated financial statements.
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Consolidated Balance Sheets

(In Thousands)

December 31,

December 31,

2014 2013
ASSETS
UTILITY PLANT:
Utility plant in service $ 4,658,023 $ 4,478,752
Less accumulated depreciation 2,264,606 2,149,994
Utility plant in service - net 2,393,417 2,328,758
Construction work in progress 447,399 207,727
Spare parts inventory 14,816 15,774
Property held for future use 1,002 1,002
Utility plant - net 2,856,634 2,553,261
OTHER ASSETS:
Nonutility property - at cost, less accumulategmciation 522 528
Other long-term assets 6,221 5,902
Other assets - net 6,743 6,430
CURRENT ASSETS:
Cash and cash equivalents 26,933 19,067
Accounts receivable and unbilled revenue (lelssvaince
for doubtful accounts of $2,076 and $1,982peesively) 139,709 143,408
Fuel inventories - at average cost 47,550 54,763
Materials and supplies - at average cost 60,185 58,067
Deferred tax asset - current 61,782 11,990
Regulatory assets 93 2,409
Prepayments and other current assets 23,161 23,247
Total current assets 359,413 312,951
DEFERRED DEBITS:
Regulatory assets 419,193 369,447
Miscellaneous 25,835 31,976
Total deferred debits 445,028 401,423
TOTAL $ 3,667,818 $ 3,274,065
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's equity:
Paid in capital $ 168,610 $ 61,468
Accumulated deficit (17,339) (13,694)
Total common shareholder's equity 151,271 47,774
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term debt (Note 9) 1,951,013 1,821,713
Total capitalization 2,162,068 1,929,271
CURRENT LIABILITIES:
Short-term debt (Note 9) 50,000 50,000
Accounts payable 110,623 99,966
Accrued expenses 25,187 27,417
Accrued real estate and personal property taxes 19,177 19,224
Regulatory liabilities 27,943 12,436
Accrued interest 30,726 29,691
Customer deposits 28,337 26,241
Other current liabilities 12,881 12,200
Total current liabilities 304,874 277,175
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Regulatory liabilities 610,917 585,753
Deferred income taxes - net 421,127 332,363
Non-current income tax liability 7,042 6,734
Unamortized investment tax credit 5,229 6,661
Accrued pension and other postretirement benefits 96,464 93,680
Asset retirement obligations 59,098 41,381
Miscellaneous 999 1,047
Total deferred credits and other long-terabilities 1,200,876 1,067,619
COMMITMENTS AND CONTINGENCIES (Note 12)
TOTAL $ 3,667,818 $ 3,274,065

See notes to consolidated financial statements.
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2014, 2013 and 201

(In Thousands)

2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 77,968 $ 64,049 $ 71,996
Adjustments to reconcile net income to net caskiged by operating activities:
Depreciation and amortization 188,477 182,663 178,412
Amortization of regulatory assets 1,123 3,686 2,206
Amortization of debt premium 942 865 805
Deferred income taxes and investment tax cemjitstments - net 47,455 (10,284) (4,370)
Charges related to early extinguishment of debt — 377 —
Allowance for equity funds used during constiarc (7,136) (4,088) (881)
Gain on sale of nonutility property — (297) —
Change in certain assets and liabilities:
Accounts receivable 3,699 (1,900) (5,501)
Fuel, materials and supplies 5,094 (10,337) 4,339
Income taxes receivable or payable 590 3,026 (6,681)
Financial transmission rights (1,947) (1,869) 360
Accounts payable and accrued expenses (24,322) 16,124 (2,947)
Accrued real estate and personal property taxes 47) (181) 1,945
Accrued interest 1,034 (2,288) 971
Pension and other postretirement benefit exggens 2,785 (180,337) 15,846
Short-term and long-term regulatory assetsliahdlities (44,252) 148,169 (43,514)
Prepaids and other current assets 1,725 (2,986) (935)
Other - net 809 6,983 2,715
Net cash provided by operating activi 253,997 211,375 214,766
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utility (381,626) (242,124) (129,747)
Project development costs (9,657) (6,047) (6,781)
Proceeds from the sales of assets — 225 1
Grants under the American Recovery and Reinvettiet of 2009 — 923 6,028
Cost of removal, net of salvage (6,036) (7,553) (9,251)
Other (39) 57 173
Net cash used investing activities (397,358) (254,519) (139,577)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 105,000 150,500 73,000
Short-term debt repayments (105,000) (150,500) (87,000)
Long-term borrowings, net of discount 128,358 169,728 —
Retirement of long-term debt and early tendenyuen — (110,377) —
Dividends on common stock (78,400) (59,500) (66,600)
Equity contribution from AES 106,400 49,091 —
Preferred dividends of subsidiary (3,213) (3,213) (3,213)
Deferred financing costs paid (1,724) (1,996) (166)
Other (194) 9) (6)
Net cash provided by (used in) financing activ 151,227 43,724 (83,985)
Net change in cash and cash equiva 7,866 580 (8,796)
Cash and cash equivalents at beginning of period 19,067 18,487 27,283
Cash and cash equivalents at end of period $ 26,933 $ 19,067 $ 18,487
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) $ 103,938 $ 106,175 $ 103,254
Income taxe $ — 45,000 $ 58,75(
As of December 31,
2014 2013 2012
Non-cash investing activities:
Accruals for capital expenditures $ 37,293 $ 17,957 $ 16,658

See notes to consolidated financial statements.

58



IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Consolidated Statements of Common Shareholder's Edy (Deficit)

and Noncontrolling Interest
(In Thousands)

Total Common Cumulative
Paid in Accumulated Shareholder's Preferred Stock

Capital Deficit Equity (Deficit) of Subsidiary
Balance at January 1, 2012 $ 11,367 $ (17,213) $ (5,846)% 59,784
Net incom: 68,783 68,783 3,213
Preferred stock dividends (3,213)
Distributions to AES (66,600) (66,600)
Contributions from AES 444 444
Balance at December 31, 2012 $ 11,811 $ (15,030) $ (3,219)% 59,784
Net incom: 60,836 60,836 3,213
Preferred stock dividends (3,213)
Distributions to AES (59,500) (59,500)
Contributions from AES 49,657 49,657
Balance at December 31, 2013 $ 61,468 $ (13,694) $ 47,774 % 59,784
Net incom: 74,755 74,755 3,213
Preferred stock dividends (3,213)
Distributions to AES (78,400) (78,400)
Contributions from AES 107,142 107,142
Balance at December 31, 2014 $ 168,610 $ (17,339) $ 151,271% 59,784

See notes to consolidated financial statements.
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Consolidated Financial Statements
For the Years Ended December 31, 2014, 2013 and 201

1. ORGANIZATION

IPALCO is a holding company incorporated underléives of the state of Indiana. IPALCO, acquired BySAin
March 2001, is owned by AES U.S. Investments an@PQDIPALCO’s new minority interest holder (see
“Agreement to Sell Minority Interest in IPALCRelow for details). AES U.S. Investments is owtgdAES (85%)
and CDPQ (15%). IPALCO owns all of the outstandiognmon stock of IPL. Substantially all of IPALCO’s
business consists of the generation, transmisdistribution and sale of electric energy condudtedugh its
principal subsidiary, IPL. IPL was incorporated anthe laws of the state of Indiana in 1926. IP& ha
approximately 480,000 retail customers in the oftyndianapolis and neighboring cities, towns anthmunities,
and adjacent rural areas all within the state didna, with the most distant point being approxefyatorty miles
from Indianapolis. IPL has an exclusive right toyide electric service to those customers. IPL oant operates
two primarily coal-fired generating plants, one dinmation coal and gas-fired plant and two combustisbines at
a separate site that are all used for generatagradity. IPL’s net electric generation capacity vinter is 3,241
MW and net summer capacity is 3,123 MW.

IPALCOQO's other direct subsidiary is Mid-America. #4America is the holding company for IPALCO’s unuéged
activities, which have not been material to thaficial statements in the periods covered by tlsrteIPALCO’s
regulated business is conducted through IPL. IPAL@®two business segments: utility and nonutilitye utility
segment consists of the operations of IPL and ¢hieny else is included in the nonutility segment.

Agreement to Sell Minority Interest in IPALCO

On December 15, 2014, AES announced that it entateén agreement with CDPQ, a long-term institosil
investor headquartered in Quebec, Canada. Purkudre agreement, on February 11, 2015 CDPQ psechfiom
AES 15% of AES U.S. Investments and 100 shareBAECO’s common stock were issued to CDPQ. In addijti
CDPQ agreed to invest approximately $349 milliohRALCO through 2016, in exchange for a 17.65% &qui
stake, funding existing growth and environmentajexcts at IPL.

After completion of these transactions, CDPQ’satignd indirect interests in IPALCO will total 30%ES will
own 85% of AES U.S. Investments, and AES U.S. Itmests will own 82.35% of IPALCO. There will be no
significant change in management or operationatrobof AES U.S. Investments, IPALCO or IPL as aui of
these transactions.

In connection with the initial closing under the@gment, CDPQ, AES U.S. Investments, and IPALC@reqtinto
a Shareholders’ Agreement. The Shareholders’ Agee¢established the general framework governing the
relationship between and among CDPQ and AES Uv@stments, and their respective successors arsfdrans,
as shareholders of IPALCO. Pursuant to the Shadets Agreement, the board of directors of IPALGA
initially consist of 11 directors, two nominated G{PPQ and 9 nominated by AES U.S. Investments. The
Shareholders’ Agreement contains restrictions @&LIFO making certain major decisions without theopri
affirmative vote of a majority of the board of diters of IPALCO. In addition, for so long as CDIRQIds at least
5% of IPALCO’s common shares, CDPQ will have reviawd consultation rights with respect to certaitioas of
IPALCO. Certain transfer restrictions and othansfer rights apply to CDPQ and AES U.S. Investmentler the
Shareholders’ Agreement, including certain rigttfiret offer, drag along rights, tag along righpsit rights and
rights of first refusal.

On February 11, 2015, in connection with the ihitlasing under the Subscription Agreement ancetfitey into the
Shareholder’'s Agreement, IPALCO submitted the Tindended and Restated Articles of Incorporatiorfiforg
with the Indiana Secretary of State, as approveldsaiopted by the IPALCO Board. The purpose of thiedl
Amended and Restated Articles of Incorporatiomiarnend, among other things, Article VI of the Seto
Amended and Restated Articles of IncorporationRAILCO in order to effectuate changes to the sizk an
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composition of the IPALCO Board in furtherance lod terms and conditions of the IPALCO Shareholder’s
Agreement.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

IPALCO's consolidated financial statements are areg in accordance with GAAP and in conjunctiorhwfte
rules and regulations of the SEC. The consolidfteahcial statements include the accounts of IPALEO
regulated utility subsidiary, IPL, and its unredathsubsidiary, Mid-America. All intercompany iteimave been
eliminated in consolidation. Certain costs for slgaresources amongst IPL and IPALCO, such as katr
benefits, are allocated to each entity based ocation methodologies that management believes tedisonable.
We have evaluated subsequent events through thetdateport is issued.

All income of Mid-America, as well as nonoperatingome of IPL, are included below UTILITY OPERATING
INCOME in the accompanying Consolidated Statemehtscome.

Use of Management Estimates

The preparation of financial statements in confeymiith GAAP requires that management make cegatimates
and assumptions that affect the reported amourdssats and liabilities and disclosure of contihgssets and
liabilities at the date of the financial statemeiitse reported amounts of revenues and expensiegdbe
reporting period may also be affected by the egégand assumptions management is required to rAakeal
results may differ from those estimates.

Reclassifications
Certain prior period amounts have been reclassifiemnform to the current year presentation.
Regulation

The retail utility operations of IPL are subjectthe jurisdiction of the IURC. IPL’s wholesale pavieansactions

are subject to the jurisdiction of the FERC. Thagencies regulate IPL’s utility business operatitesffs,
accounting, depreciation allowances, servicesaisses of securities and the sale and acquisitianildf/

properties. The financial statements of IPL areetdam GAAP, including the provisions of FASB AS()98
“Regulated Operations,ivhich gives recognition to the ratemaking and aoting practices of these agencies. See
also Note 6;Regulatory Assets and Liabilitiesfor a discussion of specific regulatory assetsleimilities.

Revenues and Accounts Receivable

Revenues related to the sale of energy are geyeealbgnized when service is rendered or enerdglisered to
customers. However, the determination of the ensadgs to individual customers is based on theimgaaf their
meters, which occurs on a systematic basis thrautghe month. At the end of each month, amountnefgy
delivered to certain customers since the dateeofabt meter reading are estimated and the comdgmpunbilled
revenue is accrued. In making its estimates ofll@abievenue, IPL uses complex models that consideous
factors including daily generation volumes; knovmaaints of energy usage by nearly all residentiagls
commercial and industrial customers; estimatedltisses; and estimated customer rates based amppriod
billings. Given the use of these models, and thatamers are billed on a monthly cycle, we beligigunlikely
that materially different results will occur in fue periods when revenue is billed. At December2814 and 2013,
customer accounts receivable include unbilled gnergenues of $48.4 million and $50.1 million, resfively, on
a base of annual revenue of $1.3 billion in 201d 2B11.3. An allowance for potential credit lossesm@ntained and
amounts are written off when normal collection eéfchave been exhausted. Our provision for doubifubunts
included inOther operating expenses the accompanying Consolidated Statements ohteovas $4.9 million,
$3.8 million and $3.4 million for the years endeed@mber 31, 2014, 2013 and 2012, respectively.
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IPL’s basic rates include a provision for fuel aoa$ established in IPL's most recent rate proogedhhich last
adjusted IPL'’s rates in 1996. IPL is permitteddoaver actual costs of purchased power and fueluwoad, subject
to certain restrictions. This is accomplished tigtoquarterly FAC proceedings, in which IPL estinsatee amount

of fuel and purchased power costs in future peridtisough these proceedings, IPL is also permitte@cover, in
future rates, underestimated fuel and purchase@powsts from prior periods, subject to certaitrigifons, and
therefore the over or underestimated costs arereefer accrued and amortized into fuel expendkdrsame

period that IPL’s rates are adjusted. See also BlotRegulatory Matters for a discussion of other costs that IPL is
permitted to recover through periodic rate adjustnpeoceedings.

In addition, we are one of many transmission systamer members of the MISO, a regional transmission
organization which maintains functional control ptlee combined transmission systems of its mendoaas
manages one of the largest energy markets in tBelblthe MISO market, IPL offers its generationl &ids its
demand into the market on an hourly basis. MIS@esethese hourly offers and bids based on locatiorarginal
prices, which is pricing for energy at a given loma based on a market clearing price that takiEsancount
physical limitations, generation, and demand thhmug the MISO region. MISO evaluates the marketigipants’
energy offers and demand bids to economically atidhly dispatch the entire MISO system. IPL acdstor
these hourly offers and bids, on a net basis, ilLUTY OPERATING REVENUES when in a net selling ptisn
and in UTILITY OPERATING EXPENSES — Power Purchagédtn in a net purchasing position.

Contingencies

IPALCO accrues for loss contingencies when the arhofithe loss is probable and estimable. IPL gext to
various environmental regulations, and is involiredertain legal proceedings. If IPL’s actual eownimental and/or
legal obligations are different from our estimatég, recognition of the actual amounts may havetenal impact
on our results of operations, financial conditiowd @ash flows; although that has not been the daseg the
periods covered by this report. As of December2814 and 2013, total loss contingencies accrued $&12
million and $4.3 million, respectively, which wereluded inOther Current Liabilitieson the accompanying
Consolidated Balance Sheets.

Concentrations of Risk

Substantially all of IPL’s customers are locatethin the Indianapolis area. In addition, approxiehat6% of
IPL’s full-time employees are covered by collectbargaining agreements in two bargaining unitshysjzal unit
and a clerical-technical unit. IPL’s contract witte physical unit expires on December 14, 2015 thedontract
with the clerical-technical unit expires Februafy 2017. Additionally, IPL has long-term coal cautis with four
suppliers, with about 45% of our existing coal untientract for the three-year period ending Decar8ie 2017
coming from one supplier. Substantially all of tiwal is currently mined in the state of Indiana.

Allowance For Funds Used During Construction

In accordance with the Uniform System of Accounsspribed by FERC, IPL capitalizes an allowanceternet
cost of funds (interest on borrowed funds and aaeable rate of return on equity funds) used foistroiction
purposes during the period of construction witloaesponding credit to income. IPL capitalized antswsing
pretax composite rates of 8.3%, 8.6%, and 8.4%ndw014, 2013 and 2012, respectively. For the Edglkey
CCGT and Harding Street refueling project, IPL tal@ed amounts using a pretax composite rate@fotarting
in 2014.

Utility Plant and Depreciation

Utility plant is stated at original cost as defirfed regulatory purposes. The cost of additionattiity plant and
replacements of retirement units of property amrged to plant accounts. Units of property replameabandoned
in the ordinary course of business are retired fiioenplant accounts at cost; such amounts, legagml are charged
to accumulated depreciation. Depreciation is comgbibty the straight-line method based on functioat@s
approved by the IURC and averaged 4.1%, 4.0%, &% during 2014, 2013 and 2012, respectively. Daption
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expense was $185.9 million, $180.0 million, and%@7million for the years ended December 31, 2@043 and
2012, respectively, which includes depreciationemge that has been deferred as a regulatory asset.

Derivatives

We have only limited involvement with derivativeadincial instruments and do not use them for tragimgoses.
IPALCO accounts for its derivatives in accordanédwSC 815'Derivatives and Hedging.In addition, IPL has
entered into contracts involving the physical detivof energy and fuel. Because these contractffyta the
normal purchases and normal sales scope exceptib8C 815, IPL has elected to account for thenmcasial
contracts, which are not adjusted for changesiinvédue.

Fuel, Materials and Supplies

We maintain coal, fuel oil, materials and suppiiegentories for use in the production of electsicithese
inventories are accounted for at the lower of cosharket, using the average cost.

Impairment of Long-lived Assets

GAAP requires that we measure long-lived assetgripairment when indicators of impairment existatf asset is
deemed to be impaired, we are required to writerdthe asset to its fair value with a charge toentrearnings.
The net book value of our utility plant assets %29 billion and $2.6 billion as of December 3112@&nd 2013,
respectively. We do not believe any of these assetsurrently impaired. In making this assessmeeatconsider
such factors as: the overall condition and genagadind distribution capacity of the assets; theeetqu ability to
recover additional expenditures in the assets, aadDCT projects; the anticipated demand and velgtiicing of
retail electricity in our service territory and wesale electricity in the region; and the costuslf

Income Taxes

IPALCO includes any applicable interest and peeslielated to income tax deficiencies or overpaysierthe
provision for income taxes in its Consolidated &tatnts of Income. There were no interest or pasadtpplicable
to the periods contained in this report.

Deferred taxes are provided for all significant pemary differences between book and taxable incdrhe.effects
of income taxes are measured based on enactecfalvsites. Such differences include the use olereted
depreciation methods for tax purposes, the uséffefent book and tax depreciable lives, ratesiargervice dates
and the accelerated tax amortization of pollutiontml facilities. Deferred tax assets and lialgfitare recognized
for the expected future tax consequences of egislifierences between the financial reporting andréporting
basis of assets and liabilities. Those income taggable which are includable in allowable costséemaking
purposes in future years are recorded as regulasssts with a corresponding deferred tax liabilityestment tax
credits that reduced federal income taxes in tlaesythey arose have been deferred and are beingizedao
income over the useful lives of the propertiesdocaidance with regulatory treatment. Contingetiliges related
to income taxes are recorded in accordance with A8CIncome Taxes.”

Cash and Cash Equivalents

We consider all highly liquid investments purchaséith original maturities of three months or les¢re date of
acquisition to be cash equivalents.

Repair and Maintenance Costs

Repair and maintenance costs are expensed asddcurr
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Per Share Data

IPALCO is owned by AES U.S. Investments and CDARALCO’s new minority interest holder. IPALCO doest n
report earnings on a per-share basis.

New Accounting Pronouncements

ASU No. 2014-08, Presentation of Financial StateséFopic 205) and Property, Plant and Equipmeripi€
360), Reporting Discontinued Operations and Disgtes of Disposals of Components of an Entity

In April 2014, the FASB issued ASU 2014-0®8resentation of Financial Statements (Topic 205) Broperty,
Plant, and Equipment (Topic 360): Reporting Distomed Operations and Disclosures of Disposals of
Components of an Entityeffective for annual and interim periods begirmadfter December 15, 2014. ASU 2014-
08 updates the definition of discontinued operatioy limiting discontinued operations reportinglisposals of
components of an entity that represent stratedgftsghat have (or will have) a major effect onemtity’s
operations and financial results. In addition, atitg will be required to expand disclosures fosatintinued
operations by providing more information about éissets, liabilities, revenues and expenses of mlisceed
operations both on the face of the financial stat@and in the notes to the financial stateméitsthe disposal
of an individually significant component of an epntihat does not qualify for discontinued operasgioeporting,
such entity will be required to disclose the pragtea(fit or loss of the component in the notes ®fthancial
statements. Our early adoption of ASU No. 2014r0@he third quarter of 2014 did not have any immacbur
overall results of operations, financial positiarcash flows.

ASU No. 2014-09, Revenue from Contracts with Cust®iTopic 606)

In May 2014, the FASB issued ASU 2014-0BgVenue from Contracts with Customers (Topic 6@gctive for
annual and interim periods beginning after DecemBe2016, with retrospective application. The qariaciple of
this ASU is that an entity should recognize reveiougepict the transfer of promised goods or ses/io customers
in an amount that reflects the consideration tactvithe entity expects to be entitled in exchangehfose goods or
services. Because the guidance in this ASU is jpies-based, it can be applied to all contract$ witstomers
regardless of industry-specific or transaction-fffiefact patterns. Additionally, the guidance régs improved
disclosures to help users of financial statemeettebunderstand the nature, amount, timing, aceéainty of
revenue that is recognized. We have not yet deteminithe extent, if any, to which our overall reswit operations,
financial position or cash flows may be affectedty implementation of this accounting standard.

ASU No. 2014-15, Presentation of Financial StatedmerGoing Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continae a Going Concern

In August 2014, the FASB issued ASU 2014-1Bésentation of Financial Statements — Going Com¢8ubtopic
205-40: Disclosure of Uncertainties about an Engitibility to Continue as a Going Concernkgffective for
annual and interim periods ending after Decembef@%6. ASU 2014-15 requires management to evaluate
whether there are conditions or events, consideradgregate, that raise substantial doubt abeuettity’s ability
to continue as a going concern within one yearr dfie date that the financial statements are isstiegre are
required disclosures if substantial doubt is iderdiincluding documentation of principal condit®ar events that
raised substantial doubt about the entity’s abititgontinue as a going concern (before consideratf
management’s plans), management’s evaluation afigméficance of those conditions or events intiefato the
entity’s ability to meet its obligations, and maaagent’s plans that alleviated substantial doubtatiee entity’s
ability to continue as a going concern. This ASWas$ expected to have any impact on our overallltesf
operations, financial position or cash flows.
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3. REGULATORY MATTERS
General

IPL is subject to regulation by the IURC as tosisvices and facilities, the valuation of propetttyg construction,
purchase, or lease of electric generating fadilitibe classification of accounts, rates of deptami, retail rates and
charges, the issuance of securities (other thateages of indebtedness payable less than twelvéhsafter the
date of issue), the acquisition and sale of sontdigutility properties or securities and certather matters.

In addition, IPL is subject to the jurisdictiontbie FERC with respect to short-term borrowing mgfulated by the
IURC, the sale of electricity at wholesale andtta@smission of electric energy in interstate commagthe
classification of accounts, reliability standardsd the acquisition and sale of utility propertyértain
circumstances as provided by the Federal PowerA&ct regulated entity, IPL is required to useaiaraccounting
methods prescribed by regulatory bodies which nitigrdrom those accounting methods required tased by
unregulated entities.

IPL is also affected by the regulatory jurisdictioithe EPA at the federal level, and the IDEMret state level.
Other significant regulatory agencies affecting iRtlude, but are not limited to, the NERC, the \D8&partment
of Labor and the IOSHA.

Basic Rates and Charges

Our basic rates and charges represent the largegtanent of our annual revenues. Our basic ratkslaarges are
determined after giving consideration, on a pravfambasis, to all allowable costs for ratemakingppees including
a fair return on the fair value of the utility peay used and useful in providing service to cugtanThese basic
rates and charges are set and approved by the #8Cpublic hearings. Such proceedings, which lwaeeirred at
irregular intervals, involve IPL, the Indiana O#iof Utility Consumer Counselor, and other intexdsdtakeholders.
Pursuant to statute, the IURC is to conduct a pgériceview of the basic rates and charges of dilana utilities at
least once every four years, but the IURC has thiecgity to review the rates of any Indiana utiltiyany time.
Once set, the basic rates and charges authorizedtdssure the realization of a fair return onfétevalue of

property.

Our basic rates and charges were last adjuste@9i6; however, IPL filed a petition with the IURC Becember
29, 2014, for authority to increase its basic rates charges by approximately $67.8 million anryalt 5.6%. An
order on this proceeding will likely be issued hg {URC in the fourth quarter of 2015 with any raltenge
expected to become effective by early 2016. Thitigeialso includes requests to implement rate stdjent
mechanisms for short term recovery of fluctuationthe following costs: (1) capacity purchase co&} off-
systems sales margins; and (3) MISO non-fuel clsaflgeSO fuel charges are already included in th&€kate
mechanism as described below). No assurances agimdreas to the outcome of this proceeding.

Our declining block rate structure generally pr@gdor residential and commercial customers tohaeged a
lower per kWh rate at higher consumption levelsrefore, as volumes increase, the weighted avemacg per
kWh decreases. Numerous factors including, butimited to, weather, inflation, customer growth arghge, the
level of actual operating and maintenance experatificapital expenditures including those requingd
environmental regulations, fuel costs, generatingavailability and purchased power costs, caadfthe return
realized.

FAC and Authorized Annual Jurisdictional Net Operating Income

IPL may apply to the IURC for a change in IPL’slfabarge every three months to recover IPL’s edtchduel
costs, including the energy portion of purchasedgyaosts, which may be above or below the levelkided in
IPL’s basic rates and charges. IPL must presedeeci in each FAC proceeding that it has made eeasonable
effort to acquire fuel and generate or purchasegpawboth so as to provide electricity to its iletastomers at the
lowest fuel cost reasonably possible.
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Independent of the IURC's ability to review basites and charges, Indiana law requires electlitiegiunder the
jurisdiction of the IURC to meet operating expeasd income test requirements as a condition foragp of
requested changes in the FAC. Additionally, custorafinds may result if a utility’s rolling twelveonth
operating income, determined at quarterly measuneneges, exceeds a utility’s authorized annuadglictional net
operating income and there are not sufficient @pplie cumulative net operating income deficienagginst which
the excess rolling twelve-month jurisdictional nperating income can be offset.

ECCRA

IPL may apply to the IURC for approval of a ratguastinent known as the ECCRA every six months tovec
costs to install and/or upgrade CCT equipment. tdted amount of IPL’s CCT equipment approved for@EA
recovery as of December 31, 2014 was $827 millldwe jurisdictional revenue requirement that waseypgd by
the IURC to be included in IPL’s rates for the sionth period from September 2014 through Febru@fy2vas
$56.8 million. During the years ended December2814, 2013 and 2012, we made total CCT expenditfres
$176.3 million, $126.6 million, and $15.0 milliorespectively. The vast majority of such costs ameverable
through our ECCRA filings. Also, se&hvironmental Mattersfor discussion of recovery of costs to complylwit
current and expected environmental laws and regukat

DSM

In March 2014, legislation, referred to as the SEA, was approved that effectively ended the IURD'srgy
efficiency targets established in a 2009 stateviddaeric DSM Order. Although SEA 340 puts an enestablished
efficiency targets, IPL will continue to offer cestfective energy efficiency and demand responsgnams as one
of many resources to meet future demand for elgigtri

In December 2014, we received approval from theQUR our 2015-2016 DSM plan. The approval includest
recovery on a set of DSM programs to be offere2l0ih5-2016 that is similar to the 2014 set of proggaSimilar to
the current DSM framework, we are eligible to rgegperformance incentives dependent upon the tehalccess
of the programs. Additionally, we were granted auitly to record a regulatory asset for recoverg iiuture base
rate case proceeding for lost margins which rdeuth decreased kWh related to implementation of¢HaSM
programs.

IPL’'s Smart Energy Project

In 2010, IPL was awarded a smart grid investmeanigfor $20 million as part of its $48.9 million &rhEnergy
Project (including smart grid technology), whiclopides IPL’s customers with tools to help them melffeciently
use electricity and included an upgrade of IPL&c#Eic delivery system infrastructure. Under thangrthe U.S.
Department of Energy provided $20 million of norghbe reimbursements to IPL for capitalized cosseasted
with IPL’s Smart Energy Project. These reimbursets@rere accounted for as a reduction of the céapa@lSmart
Energy Project costs. We received the final gramhbursement in 2013.

Wind and Solar Power Purchase Agreements

We are committed under a power purchase agreem@nirthase approximately 100 MW of wind-generated
electricity through 2029 from a wind project in lada. We are also committed under another agreetment
purchase approximately 200 MW of wind-generatedtatgty for 20 years from a project in Minnesotghich
began commercial operation in October 2011. Intaxdiwe have 97 MW of solar-generated electrigitpur
service territory under contract in 2015, of wh@hMW was in operation as of December 31, 2014 héie
authority from the IURC to recover the costs fdrohlthese agreements through an adjustment mesani
administered within the FAC.

MISO Real Time RSG
MISO collects RSG charges from market participamsay for generation dispatched when the cosssicif

generation are not recovered in the market clegiitg. Over the past several years, there have tisagreements
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between interested parties regarding the calculatiethodology for RSG charges and how such chatymsd be
allocated among the individual MISO participantsider the methodology currently in effect, RSG ckargave
little effect on IPL’s financial statements as ttast majority of such charges are considered todlecosts and are
recoverable through IPL’'s FAC, while the remainddoeing deferred for future recovery in accordanith

GAAP. However, the IURC’s orders in IPL's FAC 78 @nd 79 proceedings approved IPL's FAC factormon a
interim basis, subject to refund, pending the ome@f a FERC proceeding regarding RSG chargesm@and a
subsequent appeals therefrom. In a recent FAC pding, IPL requested that the subject to refunigdesion be
removed and that FAC 77, 78 and 79 proceedingsduefinal with no modifications. In February 201 IURC
issued an order approving IPL’s request.

MISO Transmission Expansion Cost Sharing and FERC @ler 1000

Beginning in 2007, MISO transmission system ownenoers including IPL began to share the costs of
transmission expansion projects with other transimimssystem owner members after such projects agpeoved
by the MISO board of directors. Upon approval by iSO board of directors the transmission systemey
members must make a good faith effort to build angay for the projects. Costs allocated to IPLther projects of
other transmission system owner members are cetldnt MISO per their tariff.

On July 21, 2011, the FERC issued Order 1000, amgrtde transmission planning and cost allocation
requirements established in Order No. 890. Thradgter 1000, the FERC:

(1) requires public utility transmission providers farficipate in a regional transmission planning psscand
produce a regional transmission plan;

(2) requires public utility transmission providersatmend their open access transmission tariffs toriles
how public policy requirements will be consideraddcal and regional transmission planning procgsse

(3) removes the federal right of first refusal for e@mttransmission facilities; and

(4) seeks to improve coordination between neighboriagsimission planning regions for interregional
facilities.

MISO'’s approved tariff in part already compliestwidrder 1000. However, Order 1000 resulted in charig
transmission expansion costs charged to us by ME&©h changes relate to public policy requireméots
transmission expansion within the MISO footprint¢is as to comply with renewable mandates of ottaes
within the footprint. These charges are difficolteistimate, but are expected to be material toithénaa few years;
however, it is probable, but not certain, that ¢hessts will be recoverable, subject to IURC apaloVhrough
December 31, 2014, we have deferred as a regulasset $7.6 million of MISO transmission expansiosts.

Senate Bill 560

In April 2013, Senate Bill 560 became law in Indiairhis law provides more regulatory flexibility lee process
for reviewing necessary utility system improvemearid determining appropriate rates. Senate Bill &gvs
utilities to propose a seven-year infrastructuengdor distribution, transmission and storage ®IthRC and, if the
plan is considered reasonable by the IURC, théyutibuld recover its investment in facilities idiéied in the plan
in a timely manner. In addition, when Indiana tigé apply for a change in their basic rates arsggs, if new
rates are not approved by the IURC within 300 dHiex the utility filed its case-in-chief, the bdllows the utility
to implement temporary rates including 50% of thepesed increase. Such temporary rates would Jectub a
reconciliation implemented via a credit or surclesirgequal amounts each month for six months gfithRC'’s
final order established rates were to differ frdva temporary rates previously placed into effebe TURC would
be allowed to extend the 300-day deadline by 6@ d@y good cause. Both provisions, as well asdalitianal
provision that allows utilities to utilize a forwddooking test year in rate cases, recognize tpdalantensive
nature of the energy industry and seek to reduce ietween a utility’s investment and the oppotyutu recover
the investment through rates.
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4. UTILITY PLANT IN SERVICE

The original cost of utility plant in service segated by functional classifications follows:

As of December 31,

2014 2013
(In Thousands)
Production $ 2,862,579 $ 2,743,677
Transmission 268,594 256,892
Distribution 1,323,190 1,283,391
General plant 203,660 194,792
Total utility plant in service $ 4,658,023 $ 4,478,752

Substantially all of IPL’s property is subject t&4,155.3 million direct first mortgage lien, as@écember 31,
2014, securing IPL’s first mortgage bonds. Proparigler capital leases as of December 31, 2014 @h8 ®as
insignificant. Total non-contractually or legallgquired removal costs of utility plant in serviceDecember 31,
2014 and 2013 were $636.8 million and $605.2 milli@spectively and total contractually or legaquired
removal costs of utility plant in service at Deca&anB1, 2014 and 2013 were $59.1 million and $4 lilHom,
respectively. Please see Note¢ ARO” for further information.

IPL anticipates material additional costs to compith various pending and final federal legislateomd regulations
and itis IPL’s intent to seek recovery of any diddial costs. The majority of the expendituresdonstruction
projects designed to redu§&, and mercury emissions are recoverable from jurigxial retail customers as part
of IPL’'s CCT projects; however, since jurisdictibnetail rates are subject to regulatory approtrere can be no
assurance that all costs will be recovered in rates

5. FAIR VALUE MEASUREMENTS
Fair Value Hierarchy

ASC 820 defined and established a framework forsmeag fair value and expands disclosures abouvédue
measurements for financial assets and liabilitia$ &re adjusted to fair value on a recurring bastior financial
assets and liabilities that are measured at féirevan a nonrecurring basis, which have been aaljust fair value
during the period. In accordance with ASC 820, aeehcategorized our financial assets and liakilitieat are
adjusted to fair value, based on the priority @f ithputs to the valuation technique, following theee-level fair
value hierarchy prescribed by ASC 820 as follows:

Level 1 - unadjusted quoted prices for identicakgs or liabilities in an active market;

Level 2 - inputs from quoted prices in markets veheading occurs infrequently or quoted pricessfriuments
with similar attributes in active markets; and

Level 3 - unobservable inputs reflecting managefaawn assumptions about the inputs used in prithiegasset or
liability.

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradomgther speculative purposes. The estimated &irevof financial
instruments has been determined by using availabiket information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ovlue.
Accordingly, the estimates presented herein armeo¢ssarily indicative of the amounts that we doedlize in a
current market exchange. The use of different maksumptions and/or estimation methodologies naag la
material effect on the estimated fair value amaunts
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Cash Equivalents

As of December 31, 2014 and 2013, our cash equitsat®nsisted of money market funds. The fair valueash
equivalents approximates their book value due éw ghort maturity (Level 1), which was $5.1 mitiand $5.4
million as of December 31, 2014 and 2013, respelstiv

Pension Assets

As of December 31, 2014 and 2013, IPL’s pensioatassge recognized at fair value in the determomadif our net
accrued pension obligation in accordance with thidajines established in ASC 715 and ASC 820, widch
described below. For a complete discussion ofrtiact of recognizing pension assets at fair vallesse refer to
Note 11, Pension and Other Postretirement Benéfits

Indebtedness

The fair value of our outstanding fixed rate ded been determined on the basis of the quoted batikes of the
specific securities issued and outstanding. Irageircumstances, the market for such securites imactive and
therefore the valuation was adjusted to considangas in market spreads for similar securities oAdiagly, the
purpose of this disclosure is not to approximatev@lue on the basis of how the debt might be aefied.

The following table shows the face value and tleviaue of fixed rate and variable rate indebtesdin@.evel 2) for
the periods ending:

December 31, 2014 December 31, 2013
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 1,955.3 % 22312 $ 18253 $ 1,941.8
Variable-rate 50.0 50.0 50.0 50.0
Total indebtedness $ 2,005.3 $ 2,281.2 $ 1,8753 $ 1,991.8

The difference between the face value and the icermalue of this indebtedness represents unaneortizscounts
of $4.3 million and $3.6 million at December 31120and December 31, 2013, respectively.

Other Financial Assets and Liabilities
As of December 31, 2014 and 2013, all (excludingspmn assets — see Note 1Rgehsion and Other Postretirement

Benefits) of IPALCO'’s financial assets or liabilities maaed at fair value on a recurring basis were cansidl
Level 3, based on the fair value hierarchy. Thiofaing table presents those financial assets adulities:

Fair Value Measurements
Using Level 3 at
December 31, 2014  December 31, 2013
(In Thousands)

Financial assets:
Financial transmission rights $ 6,235 $ 4,288
Total financial assets measured at fair value $ 6,235 $ 4,288

Financial liabilities:
Other derivative liabilities $ 140 $ 155
Total financial liabilities measured at fair value $ 140 $ 155
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The following table sets forth a reconciliationfisfancial instruments, measured at fair value oecarrring basis,
classified as Level 3 in the fair value hierarchgté, amounts in this table indicate carrying vajwehich
approximate fair values):

Derivative Financial
Instruments, net

Liability
(In Thousands)
Balance at January 1, 2012 $ 2,598
Unrealized gain recognized in earnings 11
Issuances 8,832
Settlements (9,192)
Balance at December 31, 2012 $ 2,249
Unrealized gain recognized in earnings 15
Issuances 13,621
Settlements (11,752)
Balance at December 31, 2013 $ 4,133
Unrealized gain recognized in earnings 16
Issuances 15,710
Settlements (13,764)
Balance at December 31, 2014 $ 6,095

Valuation Techniques
FTRs

In connection with IPL’s participation in MISO, the second quarter of each year IPL is grantedhdiiah
instruments that can be converted into cash or FERed on IPL’s forecasted peak load for the peRddRs are
used in the MISO market to hedge IPL’s exposumottgestion charges, which result from constraintthe
transmission system. IPL converts all of theserfona instruments into FTRs. IPL's FTRs are valagéthe cleared
auction prices for FTRs in the MISO’s annual auttiBecause of the infrequent nature of this vatumatihe fair
value assigned to the FTRs is considered a Leirgd 8 under the fair value hierarchy required byCAS20. An
offsetting regulatory liability has been recordadlzese revenues or costs will be flowed througtusiomers
through the FAC. As such, there is no impact on@amsolidated Statements of Income.

Other Non-Recurring Fair Value Measurements

ASC 410“Asset Retirement and Environmental Obligatiorsafdresses financial accounting and reportingefgall
obligations associated with the retirement of Idimgel assets that result from the acquisition, tmcsion,
development and/or normal operation. A legal obiggafor purposes of ASC 410 is an obligation thgiarty is
required to settle as a result of an existing ktatute, ordinance, written or oral contract ordbetrine of
promissory estoppel. IPL's ARO liabilities relaterparily to environmental issues involving asbestostaining
materials, ash ponds, landfills and miscellaneamdaminants associated with its generating plargasmission
system and distribution system. We use the cosbapp to determine the fair value of IPL’s ARO lldkes, which
is estimated by discounting expected cash outfkmwkeir present value at the initial recordingla# liabilities.
Cash outflows are based on the approximate futispodal costs as determined by market informaticstorical
information or other management estimates. Theagsrto the fair value of the ARO liabilities woulé
considered Level 3 inputs under the fair valuedrighny. Additions to the ARO liabilities were $15wllion and
$22.7 million during 2014 and 2013, respectivelg.dk December 31, 2014 and December 31, 2013, ARO
liabilities were $59.1 million and $41.4 milliorespectively.
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6. REGULATORY ASSETS AND LIABILITIES

Regulatory assets represent deferred costs oit€tbdi have been included as allowable costsaalitsrfor
ratemaking purposes. IPL has recorded regulat@sta®r liabilities relating to certain costs aedits as authorized
by the IURC or established regulatory practiceadoordance with ASC 980. IPL is amortizing non tetated
regulatory assets to expense over periods rangimg f to 35 years. Tax-related regulatory ass@tesent the net
income tax costs to be considered in future regoygtroceedings generally as the tax-related ansoang paid.

The amounts of regulatory assets and regulatdoilitias at December 31 are as follows:

2014 2013 Recovery Period
(In Thousands)

Regulatory Assets

Current:
Environmental project costs $ — $ 2,409 Through 201%"
Green Power 93 — Through 2015V
Total current regulatory assets $ 93 $ 2,409
Long-term:
Unrecognized pension and other
postretirement benefit plan costs $229,590 $ 183,757 Various
Income taxes recoverable through rates 351,3 41,970 Various
Deferred MISO costs 110,500 97,540 To be determinéd
Unamortized Petersburg Unit 4 carrying
charges and certain other costs a3 14,244 Through 2026
Unamortized reacquisition premium on debt 4,585 25,893 Over remaining life of debt
Environmental project costs 7,671 5,505 Through 202%
Other miscellaneous 3,210 538 To be determinéd
Total long-term regulatory assets $ 419,193 $ 369,447
Total regulatory assets $ 419,286 $ 371,856
Regulatory Liabilities
Current:
Deferred fuel $ 17,837 $ 2,600 Through 201%"
FTR's 6,235 4,288 Through 2015V
Fuel related — 2,500 Through 201%"
DSM program costs 2,001 3,048 Through 2015Y
Environmental projects 1,870 — Through 2015V
Total current regulatory liabilities $ 27,943 $ 12,436
Long-term:
ARO and accrued asset removal costs 607,628 580,865 Not Applicable
Unamortized investment tax credit 3,289 4,317 Through 2021
Fuel related — 571 To be determinéd
Total long-term regulatory liabilities $ 610917 $ 585,753
Total regulatory liabilities $ 638860 $ 598,189

™ Recovered (credited) per specific rate orders

@ Recovery is probable but timing not yet determined

@ Recovered with a current return

@ per IURC Order, offset MISO transmission expansiasts beginning October 2011
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Deferred Fuel

Deferred fuel costs are a component of currentladgiy assets and are expected to be recoveredgifoture
FAC proceedings. IPL records deferred fuel in adance with standards prescribed by the FERC. Tiezrdd fuel
adjustment is the result of variances between estidifuel and purchased power costs in IPL's FA€Caatual fuel
and purchased power costs. IPL is generally pegthitt recover underestimated fuel and purchasee@poests in
future rates through the FAC proceedings and tbesehe costs are deferred when incurred and aradrtnto fuel
expense in the same period that IPL’s rates arestat] to reflect these costs.

Deferred fuel was a regulatory liability of $17.8lmn and $2.6 million as of December 31, 2014 &etember
31, 2013. The deferred fuel liability increased £1illion in 2014 as a result of IPL charging méwe fuel than
our actual costs to our jurisdictional customers.

Unrecognized Pension and Postretirement Benefit PliaCosts

In accordance with ASC 7I'®ompensation — Retirement Benefiaiid ASC 980, we recognize a regulatory asset
equal to the unrecognized actuarial gains and $ossd prior service costs. Pension expenses asedestbased on
the benefit plan’s actuarially determined pensiahility and associated level of annual expensdsetoecognized.
The other postretirement benefit plan’s deferremefiecost is the excess of the other postretirdrhenefit liability
over the amount previously recognized.

Income Taxes Recoverable Through Rates

This amount represents the portion of deferredriretaxes that we believe will be recovered througdre rates,
based upon established regulatory practices, wigchit the recovery of current taxes. Accordingfhys regulatory
asset is offset by a deferred tax liability anespected to be recovered, without interest, oveptriod underlying
book-tax timing differences reverse and becomeetiitiaxes.

Deferred MISO Costs

These consist of administrative costs for transimisservices, transmission expansion cost shaaing,certain
other operational and administrative costs fromMh80O market. IPL received orders from the IURCtthpanted
authority for IPL to defer such costs and seekvenpin a future basic rate case. Recovery of thests is
believed to be probable, but not certain. See BgtRegulatory Matters.”

ARO and Accrued Asset Removal Costs

In accordance with ASC 715 and ASC 980, IPL recogmthe cost of removal component of its depreuiati

reserve that does not have an associated legametnt obligation as a deferred liability. This ambis net of the
portion of legal ARO costs that is currently beiegovered in rates.
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7. ARO

ASC 410"Asset Retirement and Environmental Obligatiorsfdresses financial accounting and reportingefigall
obligations associated with the retirement of Itimgd assets that result from the acquisition, troasion,
development and/or normal operation. A legal oliggafor purposes of ASC 410 is an obligation thgtarty is
required to settle as a result of an existing statute, ordinance, written or oral contract ordbetrine of
promissory estoppel.

IPL's ARO relates primarily to environmental issuegolving asbestos, ash ponds, landfills and nlisoeous
contaminants associated with its generating plargssmission system and distribution system. Bliewiing is a
reconciliation of the ARO legal liability year ebalances:

2014 2013
(In Millions)

Balance as of January 1 $ 414 % 17.6
Liabilities incurred - ash pond adjustments 15.4 22.7
Accretion expense 2.3 1.1

Balance as of December 31 $ 5.1 $ 41.4

Additional liabilities of $15.4 million and $22.7iltion were incurred in 2014 and 2013, respectiyély
adjustments recorded to the estimated ARO liabitityPL’s ash ponds. As of December 31, 2014 &032 IPL
did not have any assets that are legally restriictedettling its ARO liability.

8. SHAREHOLDER'S EQUITY

Capital Stock

There have been no changes to IPALCO’s capitakdtatances during the three years ended Decemh&034.
Paid In Capital

On June 27, 2014, and July 31, 2013, IPALCO reckéauity capital contributions of $106.4 millionca$i49.1
million, respectively, from AES for funding needsated to IPL’s environmental and replacement ggtimr
projects. IPALCO then made the same equity capdatributions to IPL.

Dividend Restrictions

IPL’s mortgage and deed of trust and its amendedes of incorporation contain restrictions on 1®hbility to
issue certain securities or pay cash dividenddo&pas any of the several series of bonds of #8Lued under its
mortgage remains outstanding, and subject to ceetadeptions, IPL is restricted in the declaradod payment of
dividends, or other distribution on shares of #pital stock of any class, or in the purchase demgption of such
shares, to the aggregate of its net income, aratbfn the mortgage, after December 31, 1939. firwuat which
these mortgage provisions would have permittedttPdeclare and pay as dividends at December 34,201
exceeded IPL’s retained earnings at that dateddiitian, pursuant to IPL’s articles, no dividendaybe paid or
accrued and no other distribution may be made aisIEommon stock unless dividends on all outstagdihares of
IPL preferred stock have been paid or declaredsehdpart for payment.

IPL is also restricted in its ability to pay diviugs if it is in default under the terms of its dtedyreement, which
could happen if IPL fails to comply with certainvemants. These covenants, among other things,reetiRli to
maintain a ratio of total debt to total capitalizatnot in excess of 0.65 to 1, in order to payd#énds. As of
December 31, 2014 and as of the filing of this red®L was in compliance with all covenants andenent of
default existed.
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Cumulative Preferred Stock of Subsidiary

IPL has five separate series of cumulative prefesteck. Holders of preferred stock are entitleceteive
dividends at rates per annum ranging from 4.0%@6%. During each year ended December 31, 2014 26d
2012, total preferred stock dividends declared € million. Holders of preferred stock are detitto two votes
per share for IPL matters, and if four full qualstetividends are in default on all shares of thef@ired stock then
outstanding, they are entitled to elect the smiattamber of IPL directors to constitute a majoafylPL’s board of
directors. Based on the preferred stockholderditalbd elect a majority of IPL’s board of directoin this
circumstance, the redemption of the preferred shiareonsidered to be not solely within the contfthe issuer
and the preferred stock was considered temporanyeand presented in the mezzanine level of thted
consolidated balance sheets in accordance witretbeant accounting guidance for non-controllingiasts and
redeemable securities. IPL has issued and outsigua@i0,000 shares of 5.65% preferred stock, whiemaw
redeemable at par value, subject to certain réstnig, in whole or in part. Additionally, IPL hag 853 shares of
preferred stock which are redeemable solely abftion of IPL and can be redeemed in whole or it gbany time
at specific call prices.

At December 31, 2014, 2013 and 2012, preferredkstonsisted of the following:

December 31, 2014 December 31,
Shares 2014 2013 2012
Outstanding Call Price Par Value, plus premium, if applicable

(In Thousands)
Cumulative $100 par value,
authorized 2,000,000 shares

4% Series 47,611% 118.00 $ 5,410 $ 5410 $ 5,410
4.2% Series 19,331 103.00 1,933 1,933 1,933
4.6% Series 2,481 103.00 248 248 248
4.8% Series 21,930 101.00 2,193 2,193 2,193
5.65% Series 500,000 100.00 50,000 50,000 50,000

Total cumulative preferred stock 591,353 $ 59,784 $ 59,784 $ 59,784

Agreement to Sell Minority Interest in IPALCO

See Note 1,0rganization — Agreement to Sell Minority InterestPALCQO’ for details.
9. INDEBTEDNESS

Restrictions on Issuance of Debt

All of IPL’s long-term borrowings must first be amved by the IURC and the aggregate amount of IBh&at-
term indebtedness must be approved by the FERCh#Blapproval from FERC to borrow up to $500 nillad
short-term indebtedness outstanding at any timmugir July 28, 2016. As of December 31, 2014, IRb &las
authority from the IURC to, among other thingsuiessip to $425 million in aggregate principal amoafibng-
term debt (inclusive of $130 million of IPL firstartgage bonds issued in June 2014) and refinante $p71.9
million in existing indebtedness through DecemkkrZ016, and to have up to $500 million of longwteredit
agreements and liquidity facilities outstandingay one time. IPL also has restrictions on the arhofinew debt
that may be issued due to contractual obligatids&s and by financial covenant restrictions under existing
debt obligations. Under such restrictions, IPLeserally allowed to fully draw the amounts avaiébh its credit
facility, refinance existing debt and issue newtdgiproved by the IURC and issue certain otherhitetiness.
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Credit Ratings

Our ability to borrow money or to refinance exigtimdebtedness and the interest rates at whichawdaorrow
money or refinance existing indebtedness are affiloy our credit ratings. In addition, the appliesiterest rates
on IPL’s credit facility (as well as the amountagftain other fees on the credit facility) are defsnt upon the
credit ratings of IPL. Downgrades in the creditrrgs of AES could result in IPL’s and/or IPALCO’sedit ratings

being downgraded.

Long-Term Debt

The following table presents our long-term indebhtess:

Series

December 31,
Due 2014 2013

IPL first mortgage bonds (see below):
4.90%%
4.90%%
4.90%%
5.40%?
3.875%%
3.875%%
4.55%
6.60%
6.05%
6.60%
4.875%
4.65%
4.50%
Unamortized discount — net
Total IPL first mortgage bonds
Total Long-term Debt — IPL
Long-term Debt — IPALCO:
7.25% Senior Secured Notes
5.00% Senior Secured Notes
Unamortized discount — net
Total Long-term Debt — IPALCO
Total Consolidated IPALCO Long-term Debt
Less: Current Portion of Long-term Debt
Net Consolidated IPALCO Long-term Debt

(In Thousands)

January 2016 30,000 30,000
January 2016 41,850 41,850
January 2016 60,000 60,000
August 2017 24,650 24,650
August 2021 55,000 55,000
August 2021 40,000 40,000
December 2024 40,000 40,000
January 2034 100,000 100,000
October 2036 158,800 158,800
June 2037 165,000 165,000
November 2041 140,000 140,000
June 2043 170,000 170,000
June 2044 130,000 —
(2,940) (1,339)
1,152,360 1,023,961
1,152,360 1,023,961
April 2016 400,000 400,000
May 2018 400,000 400,000
(1,347) (2,248)
798,653 797,752
1,98B0 1,821,713

$ 1951013 $ 1,821,713

@ First mortgage bonds are issued to the IndiananEmAuthority, to secure the loan of proceeds fthentax-exempt bonds issued by the

Indiana Finance Authority.

@ First mortgage bonds are issued to the city ofrBleteg, Indiana, to secure the loan proceeds franows tax-exempt instruments issued

by the city.
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IPL First Mortgage Bonds

The mortgage and deed of trust of IPL, togethehn Wit supplemental indentures thereto, securdrgtarfortgage
bonds issued by IPL. Pursuant to the terms of thegage, substantially all property owned by IPkubject to a
first mortgage lien securing indebtedness of $13 hfllion as of December 31, 2014. The IPL firgirtgage
bonds require net earnings as calculated theredralat least two and one-half times the annuatéste
requirements before additional bonds can be alt@etl on the basis of property additions. IPL wasompliance
with such requirements as of December 31, 2014.

In June 2013, IPL issued $170 million aggregateqgipial amount of first mortgage bonds, 4.65% Sedas June
2043. Net proceeds from this offering were appratety $167.9 million, after deducting the initialrohasers’
discounts, fees and expenses for the offering payablPL. The net proceeds from the offering wesed in June
of 2013 to finance the redemption of $110 milliggeegate principal amount of IPL first mortgage @&r6.30%
Series, due July 2013, and to pay related feegrmgs and applicable redemption prices. We usedradlining
proceeds to finance a portion of our environmeadaistruction program and for other general corgopatrposes.

In June 2014, IPL issued $130 million aggregateqgypial amount of first mortgage bonds, 4.50% Sedas June
2044. Net proceeds from this offering were apprataty $126.8 million, after deducting the initialnohasers’
discounts, fees and expenses for the offering payablPL. The net proceeds from the offering wesed: (i) to
finance a portion of IPL’s construction progranij {6 finance a portion of IPL’s capital costs teldto
environmental and replacement generation projecis;(iii) for other general corporate purposes.

IPALCO'’s Senior Secured Notes

The 2016 IPALCO Notes and 2018 IPALCO Notes areiisztby IPALCO’s pledge of all of the outstanding
common stock of IPL.

Accounts Receivable Securitization

IPL formed IPL Funding in 1996 as a special-purparstity to purchase receivables originated by IBtspant to a
receivables purchase agreement between IPL an&uRding. IPL Funding also entered into a sale itgcils
defined in the Receivables Sale Agreement, whicturad as extended on October 24, 2012. At that, tihee
Purchasers, replaced The Royal Bank of ScotlandnqdcwWindmill Funding Corporation as Agent and ktoe,
respectively. On October 20, 2014, Citibank, a&sdble Liquidity Provider, and CRC Funding entardgd a
Transfer Supplement pursuant to which Citibankgresil to CRC Funding, and CRC Funding assumedf all o
Citibank’s Commitment and Purchase Interest, awmdraingly, CRC Funding is now both the Investor and
Liquidity Provider, referred to as the “Purchasdttiis agreement has been renewed annually andchsaurrently
is set to mature on October 19, 2015.

Pursuant to the terms of the Receivables Sale Awgat the Purchasers agree to purchase from IPdifgion a
revolving basis, interests in the pool of receiealpurchased from IPL up to the lesser of (1) aouwmtndetermined
pursuant to the sale facility that takes into actaertain eligibility requirements and reservdatieg to the
receivables, or (2) $50 million. That amount wa8 $fllion as of December 31, 2014 and Decembef813. As
collections reduce accounts receivable includeatiérpool, IPL Funding sells ownership interestadditional
receivables acquired from IPL to return the ownigrafiterests sold to the maximum amount permittgdhie sale
facility. IPL Funding is included in the ConsoliddtFinancial Statements of IPALCO.

ASC 860 requires specific disclosures for transééfnancial assets to the extent they are comsitienaterial to
the financial statements. Taking into considerati@nobligation to the Purchasers is treated asaelPALCO’s
consolidated balance sheet, the following discusatdresses those disclosures that managementdsetiee
material to the financial statements.

IPL retains servicing responsibilities in its ralg collection agent on the amounts due on thersokelvables. Per

the terms of the purchase agreement IPL Funding [#2ly $0.6 million annually in servicing fees. Als
accordance with the purchase agreement, the rdtesvare purchased from IPL at a discounted ra8586 as of
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December 31, 2014, facilitating IPL Funding’s dlilio pay its expenses such as the servicing feeritbed above.
No servicing asset or liability is recorded since $ervicing fee paid to IPL approximates a markist. However,
the Purchasers assume the risk of collection optiehased receivables without recourse to IPhénavent of a
loss.

The total fees paid to the Purchasers recognizetiesales of receivables were $0.4 million, $0ifian and $0.6
million for the years ended December 31, 2014, 20182012, respectively. These amounts were indlid®ther
intereston the Consolidated Statements of Income.

IPL and IPL Funding have indemnified the Purchaseran after-tax basis for any and all damagesegslaims,
etc., arising out of the facility, subject to cémthmitations defined in the Receivables Sale Agnent, in the event
that there is a breach of representations and n#ésamade with respect to the purchased receisalld/or certain
other circumstances as described in the Receiva8alesAgreement.

Under the sale facility, if IPL fails to maintaincartain debt-to-capital ratio, it would constitatétermination
event.” As of December 31, 2014, IPL was in comm@&with such covenant.

In the event that IPL’s long-term senior unsecunesdlit rating falls below BBB- at S&P and Baa3 atddy’s
Investors Service, the facility agent has the ghbib (i) replace IPL as the collection agent; éiijddeclare a “lock-
box” event. Under a lock-box event or a terminatwent, the facility agent has the ability to requall proceeds of
purchased receivables of IPL to be directed to-lomk accounts within 45 days of notifying IPL. Ar@nation
event would also (i) give the facility agent theiop to take control of the lock-box account, aiiddive the
Purchasers the option to discontinue the purchiadditional interests in receivables and causpraiteeds of the
purchased interests to be used to reduce the Bemthinvestment and to pay other amounts oweldedtirchasers
and the facility agent. This would have the effgfateducing the operating capital available to BBLthe aggregate
amount of such purchased interests in receivaBE3 illion as of December 31, 2014).

Line of Credit

In May 2014, IPL entered into an amendment anatestent of its 5-year $250 million revolving cref@itility (the
“Credit Agreement”) with a syndication of banks.i§ redit Agreement is an unsecured committeddineredit to
be used: (i) to finance capital expenditures;t@ijefinance indebtedness under the existing cegpldement; (iii) to
support working capital; and (iv) for general camgiie purposes. This agreement matures on May ®, 20l bears
interest at variable rates as described in theiCAggeement. It includes an uncommitted $150 wiillaccordion
feature to provide IPL with an option to requesirarease in the size of the facility at any timeidg the term of
the agreement, subject to approval by the lendeisr to execution, IPL and IPALCO had existing gext banking
relationships with the parties in this agreemeistoADecember 31, 2014 and 2013, IPL had no outstgn
borrowings on the committed line of credit.

Debt Maturities
Maturities on long-term indebtedness subsequebetember 31, 2014, are as follows:

Year Amount
(In Thousands)

2015 $ —

2016 531,850
2017 24,650
2018 400,000
2019 —

Thereafter 998,800
Total $ 1,955,300
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10. INCOME TAXES

IPALCO follows a policy of comprehensive interpetimcome tax allocation. Investment tax creditated to
utility property have been deferred and are beingréized over the estimated useful lives of thatesl property.

AES files federal and state income tax returns tisiznsolidate IPALCO and its subsidiaries. Und&xasharing
agreement with AES, IPALCO is responsible for theoime taxes associated with its own taxable incanade
records the provision for income taxes as if IPAL&M@ its subsidiaries each filed separate incomectairns.
IPALCO is no longer subject to U.S. or state incdmeexaminations for tax years through March Q12 but is
open for all subsequent periods.

On March 25, 2014, the State of Indiana enacteat8eBill 001, which phases in an additional 1.6%urtion to
the state corporate income tax rate that was lilyitieeing reduced by 2% in accordance with Indi@uale 6-3-2-1.
While the statutory state income tax rate remaatet 25% for the calendar year 2014, the defeardbalances
were adjusted according to the anticipated revexs@mporary differences. The change in requiteférred taxes
on plant and plant-related temporary differencesited in a reduction to the associated reguladsset of $5.6
million. The change in required deferred taxesion-property related temporary differences whichraot
probable to cause a reduction in future base custoates resulted in a tax benefit of $1.2 million.

In the fourth quarter of each tax year until ther@e becomes final with the 2022 tax year, tiversal of the
temporary differences is to be re-evaluated andpipgopriate adjustment to the deferred tax bakrc® be
recorded. The change in required deferred taxgdamt and plant-related temporary differences fiit£tax year
re-evaluation resulted in a reduction of the asgediregulatory asset of $6.1 million, which iswyarily due to the
election of the final IRS regulations on tangibtegerty discussed below. The change in requirderdal taxes on
non-property related temporary differences whighraot probable to cause a reduction in future bastmer rates
resulted in a tax benefit of $0.05 million in 20T4e statutory state corporate income tax rateheil6.75% for
2015.

On September 13, 2013, the Internal Revenue Semieased final regulations addressing the aciprisit
production and improvement of tangible property prmposed regulations addressing the dispositiqgraerty.
These regulations replace previously issued tempoegulations and are effective for tax years bmigig on or
after January 1, 2014. IPL management has optidlyamplement the new regulations effective witkh 2014
income tax return. IPL has recorded the tax efbéet $245.9 million favorable Internal Revenue C&detion
481(a) adjustment to its balance sheet as a refsthie regulations. This amount represents the tatiwa effective
of accelerated deductions related to repairs afibé@ property through December 31, 2013. The ddjest does
not impact the income statement.

The following is a reconciliation of the beginniagd ending amounts of unrecognized tax benefitthiyears
ended December 31, 2014, 2013 and 2012:

2014 2013 2012
(In Thousands)

Unrecognized tax benefits at January 1 $ 6,734 $ 6,138 $ 5,354
Gross increases — current period tax positions 75 9 986 997
Gross decreases — prior period tax positions 7)(66 (390) (213)

Unrecognized tax benefits at December 31 $ 7,042 $ 6,734 $ 6,138

The unrecognized tax benefits at December 31, Pédrksent tax positions for which the ultimate dxithility is
highly certain but for which there is uncertainboat the timing of such deductibility. Becauselsf tmpact of
deferred tax accounting, other than interest amalgies, the timing of the deductions will not affé¢he annual
effective tax rate but would accelerate the taxhpayts to an earlier period.

78



Tax-related interest expense and income is repadqhrt of the provision for federal and stat®ine taxes.
Penalties, if incurred, would also be recognized asmponent of tax expense. There are no intergsnalties
applicable to the periods contained in this report.

Federal and state income taxes charged to incoenasaiollows:

2014 2013 2012
(In Thousands)

Charged to utility operating expenses:
Current income taxes:

Federal $ 944 $ 53,937 $ 55,201
State 110 15,191 16,641
Total current income taxes 1,054 69,128 71,842
Deferred income taxes:
Federal 58,114 (8,048) (3,285)
State 12,498 (1,031) 204
Total deferred income taxes 70,612 (9,079) (3,081)
Net amortization of investment cre: (1,431) (1,501) (1,599)
Total charge to utility operating expenses 70,235 58,548 67,162

Charged to other income and deductions:
Current income taxes:

Federal (459) (16,909) (15,646)
State (5) (4,193) (4,127)
Total current income taxes (464) (21,102) (29,773)
Deferred income taxes:
Federal (18,082) 246 251
State (3,645) 50 59
Total deferred income taxes (21,727) 296 310
Net provision to other income and deductions (22,191) (20,806) (19,463)
Total federal and state income tax provisions $ 48,044 $ 37,742 $ 47,699

The provision for income taxes (including net inwesnt tax credit adjustments) is different thanaheunt

computed by applying the statutory tax rate togé@come. The reasons for the difference, stadesl@ercentage
of pretax income, are as follows:

2014 2013 2012
Federal statutory tax rate 35.0% 35.0% 35.0%
State income tax, net of federal tax benefit 4.8% 6.7% 7.2%
Amortization of investment tax credits (1.2%) (1.5%) (1.4%)
Preferred dividends of subsidiary 0.9% 1.1% 1.0%
Depreciation flow through and amortization (0.3%) (0.3%) (0.2%)
Additional funds used during construction - equity (0.3%) 0.6% 1.6%
Manufacturers’ Production Deduction (Sec. 199) 0.0% (3.8%) (3.7%)
Other — net 0.2% 0.5% 1.4%
Effective tax rate 39.1% 38.3% 40.9%

Internal Revenue Code Section 199 permits taxpdgestaim a deduction from taxable income attrilblgao
certain domestic production activities. IPL’s etecproduction activities qualify for this deduatioBeginning in
2010 and thereafter, the deduction is equal to Béeotaxable income attributable to qualifying guotion activity.
The tax benefit associated with the Internal ReeeBade Section 199 domestic production deductio20a3 and
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2012 was $3.7 million and $4.3 million, respectvdlhere is no benefit for 2014, primarily due e election of
the final tangible property regulations.

The significant items comprising IPALCO’s net acauated deferred tax liability recognized on theisad
Consolidated Balance Sheets as of December 31,£#12013, are as follows:

2014 2013
(In Thousands)

Deferred tax liabilities:

Relating to utility property, net $ 539,318 $ 462,049
Regulatory assets recoverable through future rates 161,697 141,678
Other 14,211 15,280
Total deferred tax liabilities 715,226 619,007
Deferred tax assets:
Investment tax credit 2,019 2,619
Regulatory liabilities including ARO 247,118 239,713
Employee benefit plans 45,091 45,712
Net operating loss 51,364 —
Other 10,289 10,590
Total deferred tax assets 355,881 298,634
Net deferred tax liability 359,345 320,373
Less: deferred tax asset - current (61,782) (11,990)
Deferred income taxes — net $ 421,127 $ 332,363

11. PENSION AND OTHER POSTRETIREMENT BENEFITS

Approximately 86% of IPL’s active employees area®d by the Defined Benefit Pension Plan as wethad hrift
Plan. The Defined Benefit Pension Plan is a qualifiefined benefit plan, while the Thrift Plan iqualified
defined contribution plan. The remaining 14% of\acemployees are covered by the RSP. The RSHualdied
defined contribution plan containing a profit siigrcomponent. All non-union new hires are covenadien the
RSP, while IBEW physical unit union new hires apgared under the Defined Benefit Pension Plan dndtT
Plan. The IBEW clerical-technical unit new hires ab longer covered under the Defined Benefit RPenBian but
do receive an annual lump sum company contribatitmthe Thrift Plan. This lump sum is in addititmthe IPL
match of participant contributions up to 6% of basmpensation. The Defined Benefit Pension Plan is
noncontributory and is funded through a trust. Biémare based on each individual employee’s penksand and
years of service as opposed to their compensa&iemsion bands are based primarily on job duties and
responsibilities.

Additionally, a small group of former officers atitkir surviving spouses are covered under a fundeequalified
Supplemental Retirement Plan. The total numbemdigipants in the plan as of December 31, 20142%a9d he
plan is closed to new participants.

IPL also provides postretirement health care bentdicertain active or retired employees and fimeises of certain
active or retired employees. Approximately 175wgmployees and 38 retirees (including spouses weeeiving
such benefits or entitled to future benefits agasfuary 1, 2014. The plan is unfunded. These gostreent health
care benefits and the related obligation were raienal to the consolidated financial statementhéperiods
covered by this report.
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The following table presents information relatingte Pension Plans:

Pension benefits
as of December 31,

2014

2013

Change in benefit obligation:
Projected benefit obligation at beginning Measunenizate (see below)
Service cost
Interest cost
Actuarial loss (gain)
Amendments (primarily increases in pension bands)
Benefits paid
Projected benefit obligation at ending Measurenbaie
Change in plan assets:
Fair value of plan assets at beginning Measurebate
Actual return on plan assets
Employer contributions
Benefits paid
Fair value of plan assets at ending Measuremerg Dat
Unfunded status
Amounts recognized in the statement of financial pgtion under ASC 715
Current liabilities
Noncurrent liabilities
Net amount recognized
Sources of change in regulatory assé?:
Prior service cost arising during period
Net loss (gain) arising during period
Amortization of prior service cost
Amortization of loss
Total recognized in regulatory asset¥

Total amounts included in accumulated other conmgmsive income (loss)
Amounts included in regulatory assets and liabilites®:

Net loss

Prior service cost
Total amounts included in regulatory assets

(In Thousands)

$ 650,713 $ 763,600
7,231 9,195
31,154 28,363
90,693 (99,455)
1,233 Q)
(32,603) (50,989)
748,421 650,713
561,586 495,082
74,147 67,791
54,109 49,702
(32,603) (50,989)
657,239 561,586
$ (91,182) $ (89,127)
$ — 3 —
(91,182) (89,127)
$ (91,182) $ (89,127)
$ 1,233 $ —
58,439 (128,960)
(4,853) (4,916)
(9,710) (22,735)
$ 45,109 $ (156,611)
NA® NA®
$ 211,592 $ 162,863
25,299 28,920
$ 236,891 $ 191,783

@ Represents amounts included in regulatory as@idlifies) yet to be recognized as componentseaifprepaid

(accrued) benefit costs.
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Effect of ASC 715

ASC 715 requires a portion of pension and othetrptisement liabilities to be classified as currkalbilities to the
extent the following year's expected benefit paytaeme in excess of the fair value of plan asget®ach Pension
Plan has assets with fair values in excess ofdl@ing year's expected benefit payments, no anmhave been
classified as current. Therefore, the entire nedwrhrecognized in IPALCO’s Consolidated Balance&t$ of
$91.2 million is classified as a long-term liahilit

Information for Pension Plans with a projected benét obligation in excess of plan assets

Pension benefits
as of December 31,

2014 2013
(In Thousands)
Benefit obligation $ 748,421 $ 650,713
Plan assets 657,239 561,586
Benefit obligation in excess of plan assets $ 91,182 $ 89,127

IPL’s total benefit obligation in excess of plasets was $91.2 million as of December 31, 2014.($80llion
Defined Benefit Pension Plan and $1.1 million Sepmntal Retirement Plan).

Information for Pension Plans with an accumulated knefit obligation in excess of plan assets

Pension benefits
as of December 31,

2014 2013

(In Thousands)
Accumulated benefit obligation $ 734,328 $ 638,048
Plan assets 657,239 561,586
Accumulated benefit obligation in excess of plagets $ 77,089 $ 76,462

IPL’s total accumulated benefit obligation in exce$ plan assets was $77.1 million as of Decemief314
($76.0 million Defined Benefit Pension Plan andi$hillion Supplemental Retirement Plan).

Pension Benefits and Expense

The 2014 net actuarial loss of $58.4 million is goised of two parts: (1) a $90.7 million pensiabiiity actuarial
loss primarily due to a decrease in the discouetuaed to value pension liabilities (resultingiloss of $73.4
million) and the adoption of a new mortality taltesulting in a loss of $19.4 million); partiallyfset by (2) a
$32.3 million pension asset actuarial gain prinyadiie to higher than expected return on assetsumrexognized
net loss of $211.6 million in the Pension Plansdaumulated over time primarily due to the longrteleclining
trend in corporate bond rates, the lower than ebggleeturn on assets during the year 2008, anddbption of new
mortality tables which increased the expected beokligation due to the longer expected lives lainpparticipants,
since ASC 715 was adopted. During 2014, the actaietinet loss was increased due to a combinafitower
discount rates used to value pension liabilities thie adoption of a new mortality table to refldet longer
expected lives of plan participants, which wasiphytoffset by a greater than expected return enson assets.
The unrecognized net loss, to the extent thatdeeats 10% of the greater of the benefit obligatiothe assets, will
be amortized and included as a component of négierbenefit cost in future years. The amortizageriod is
approximately 9.75 years based on estimated deipbigrdata as of December 31, 2014. The projectadfite
obligation of $748.4 million, less the fair valukassets of $657.2 million results in an unfundiedus of ($91.2
million) at December 31, 2014.
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Pension benefits for
years ended December 31,
2014 2013 2012
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 7,231 $ 9,195 $ 7,986
Interest cost 31,154 28,363 30,232
Expected return on plan assets (41,893) (38,287) (32,554)
Amortization of prior service cost 4,853 4,916 4,246
Recognized actuarial loss 9,710 22,735 19,471
Total pension cost 11,055 26,922 29,381
Less: amounts capitalized 1,426 2,881 2,497
Amount charged to expense $ 9629 $ 24,041 $ 26,884
Rates relevant to each year'expense calculations
Discount rate — defined benefit pension plan 4.92% 3.80% 4.56%
Discount rate — supplemental retirement plan 4.64% 3.41% 4.37%
Expected return on defined benefit pension plartass 7.00% 7.25% 7.50%
Expected return on supplemental retirement plaetgass 7.00% 7.25% 7.50%

Pension expense for the following year is deterthime of the December 3ineasurement date based on the fair
value of the Pension Plans’ assets, the expectedtym rate of return on plan assets, a morttditje assumption
that reflects the life expectancy of plan partici{za and a discount rate used to determine thegag benefit
obligation. In establishing our expected long-teate of return assumption, we utilize a methodoldgyeloped by
the plan’s investment consultant who maintainsmtabmarket assumption model that takes into a®rsition risk,
return, and correlation assumptions across asastas. For 2014, pension expense was determinaglarsi
assumed long-term rate of return on plan asset06f6. As of the December 31, 2014 measurement iddte
decreased the discount rate from 4.92% to 4.06%hé&Defined Benefit Pension Plan and decreasedisiceunt
rate from 4.64% to 3.82% for the Supplemental Ratent Plan. The discount rate assumption affeetpdinsion
expense determined for 2015. In addition, IPL desed the expected long-term rate of return on géaets from
7.00% to 6.75% effective January 1, 2015. The egpelong-term rate of return assumption affectspigsion
expense determined for 2015. The effect on 2028 pension expense of a 25 basis point increaseeri@ase in
the assumed discount rate is ($1.7 million) and $#illion, respectively. The effect on 2015 totehgion expense
of a 100 basis point increase and decrease inxhected long-term rate of return on plan asse86s7 million)
and $6.7 million, respectively.

Expected amortization
The estimated net loss and prior service costiiPension Plans that will be amortized from tlyailetory asset
into net periodic benefit cost over the 2015 plearyare $13.9 million and $4.9 million, respectv@efined

Benefit Pension Plan of $13.8 million and $4.9 imil| respectively; and the Supplemental Retirerfdan of $0.1
million and $0.0 million, respectively).
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Pension Assets

Fair Value Measurements

Fair value is defined under ASC 820 as the prie¢ Would be received to sell an asset or paidataster a liability
in an orderly transaction between market partidipahthe measurement date (i.e., an exit pride).fair value
hierarchy prioritizes the inputs to valuation teicjues used to measure fair value. The hierarchgsgilre highest
priority to unadjusted quoted prices in active negslfor identical assets and liabilities (Levehh)l the lowest
priority to unobservable inputs (Level 3) as disadin Note 2.

Purchases and sales of securities are recordedradeadate basis. Interest income is recordeduared. Dividends
are recorded on the ex-dividend date. Net appieniatcludes the Plan’s gains and losses on investsnbought
and sold, as well as held, during the year.

A description of the valuation methodologies used dach major class of assets and liabilities nreasat fair
value follows:

e Other than common/collective trust funds, hedgelsuand non U.S. treasury debt securities, all tae'®
investments have quoted market prices and arearéted as Level 1 in the fair value hierarchy.

* The Plan’s hedge fund investment is valued at seetavalue of units held by the Plan. Unit value is
determined primarily by references to the fund’slenlying assets, which are principally investments

another hedge fund which invests in U.S. and imstiéonal equities. The Plan may redeem its ownership

interest in the hedge fund at net asset value, &dtHays’ notice, on quarterly terms.

* The Plan’s investments in common/collective trustds are valued at the net asset value of the ohite

common/collective trust funds held by the Plan atryend. The Plan may redeem its units of the

common/collective trust funds at net asset valily.déhe objective of the common/collective trushils
the Plan is invested in is to track the performaofcthe Russell 1000 Growth or Russell 1000 Vahdek.
These net asset values have been determined bagbd market value of the underlying equity se@sit
held by the common/collective trust funds.

* The Plan’s investments in corporate bonds, muridipads, and U.S. Government agency fixed income

securities are valued from third-party pricing sms;, but they generally do not represent transagtices
for the identical security in an active market does it represent data obtained from an exchange.

e The Plan’s investments in hedge funds, commonfdlie trust funds, and non U.S. treasury debt

securities have been recorded at fair value andlacategorized as Level 2 investments in the Vaiue
hierarchy.

The primary objective of the Plan is to provideoarse of retirement income for its participants aedeficiaries,
while the primary financial objective is to improtree unfunded status of the Plan. A secondaryéizé objective
is, where possible, to minimize pension expensatiity. The objective is based on a long-termestment
horizon, so that interim fluctuations should benge with appropriate perspective. There can bassorance that
these objectives will be met.

In establishing our expected long-term rate ofrressumption, we utilize a methodology developgthk plan’s
investment consultant who maintains a capital meakeumption model that takes into consideratisk rieturn
and correlation assumptions across asset clagsesmbination of quantitative analysis of histofidata and
qualitative judgment is used to capture trendsictitiral changes and potential scenarios not refleict historical
data.

The result of the analyses is a series of inputsphoduce a picture of how the plan consultantles portfolios

are likely to behave through time. Capital madetumptions are intended to reflect the behaviassét classes
observed over several market cycles. Stress asmnsp@re also examined, since the characteristiasset classes
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are constantly changing. A dynamic model is emgpibtp manage the numerous assumptions requiresitoage
portfolio characteristics under different base encies, time horizons, and inflation expectations.

The Plan consultant develops forward-looking, loeign capital market assumptions for risk, retung a
correlations for a variety of global asset clasB#srest rates, and inflation. These assumptivesreated using a
combination of historical analysis, current maretironment assessment and by applying the com$'sltawn
judgment. The consultant then determines an dgiuiin long-term rate of return. We then take icbmsideration
the investment manager/consultant expenses, assvally other expenses expected to be paid ooe ¢flan’s
trust. Finally, we have the plan’s actuary perf@tolerance test of the consultant’s equilibriumpented long-term
rate of return. We use an equilibrium expected{mrm rate of return compatible with the actuatglerance
level.

The following table summarizes the Company’s tapggatsion plan allocation for 2014:

Asset Category: Target Allocations

Equity Securities 60%
Debt Securities 40%
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Fair Value Measurements at
December 31, 2014 (in thousands)

Quoted Prices in Significant
Active Markets for Observable
Identical Assets Inputs
Asset Category Total (Level 1) (Level 2) %
Short-term investments 2,575 $ 2,575 $ — 0%
Mutual funds:

U.S. equities 325,370 325,370 — 50%

International equities 56,662 56,662 — 9%

Fixed income 205,409 205,409 — 31%
Fixed income securities:

U.S. Treasury securities 66,913 66,913 — 10%
Hedge funds 310 — 310 0%
Total 657,239 $ 656,929 $ 310 100%

Fair Value Measurements at
December 31, 2013 (in thousands)
Quoted Prices in Significant
Active Markets for Observable

Identical Assets Inputs
Asset Category Total (Level 1) (Level 2) %
Short-term investments 55,273 $ 55273 $ — 10%
Corporate stocks - common 45,875 45,875 — 8%
Mutual funds:

U.S. equities 182,251 182,251 — 33%

International equities 37,125 37,125 — 7%

Fixed income 1,568 1,568 — 0%
Fixed income securities:

U.S. Treasury securities 23,649 23,649 — 4%

U.S. Government agency securities 8,103 — 8,103 2%
Corporate bonds 159,393 — 159,393 28%
Hedge funds 7,750 — 7,750 1%
Other funds 40,599 40,599 — 7%
Total 561,586 $ 386,340 $ 175,246 100%
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Pension Funding

We contributed $54.1 million, $49.7 million, and8$3 million to the Pension Plans in 2014, 2013 202,
respectively. Funding for the qualified Defined B&nhPension Plan is based upon actuarially detesthi
contributions that take into account the amounudglle for income tax purposes and the minimuntriloution
required under ERISA, as amended by the Pensiaed®ian Act of 2006, as well as targeted fundingle
necessary to meet certain thresholds.

From an ERISA funding perspective, IPL’s fundinggtt liability shortfall is estimated to be appnmetely $19
million as of January 1, 2015. The shortfall mustflinded over seven years. In addition, IPL mussi abntribute
the normal service cost earned by active parti¢gpdaring the plan year. The funding of normal é¢estxpected to
be about $7.8 million in 2015, which includes $&illion for plan expenses. Each year thereaitéhe plan’s
underfunding increases to more than the preseuéwalthe remaining annual installments, the exisessparately
amortized over a new seven-year period. IPL eteidund $25.0 million in January 2015, which skgis all
funding requirements for the calendar year 204’4 funding policy for the Pension Plans is to irifiute
annually no less than the minimum required by applie law, and no more than the maximum amountcédrabe
deducted for federal income tax purposes.

Benefit payments made from the Pension Plans foyélars ended December 31, 2014 and 2013 were BRHRdHh
and $51.0 million respectively. Projected benediyments are expected to be paid out of the Pefdans as
follows:

Year Pension Benefits
(In Thousands)

2015 $ 36,339
2016 37,803
2017 39,372
2018 40,674
2019 42,086
2020 through 2024 (in total) 227,282

Defined Contribution Plans

All of IPL's employees are covered by one of twdirkd contribution plans, the Thrift Plan or theRRS

The Thrift Plan

Approximately 86% of IPL’s active employees area®d by the Thrift Plan, a qualified defined cdmition plan.
All union new hires are covered under the ThrieilRlwhile non-union new hires are covered by thB.RS

Participants elect to make contributions to thefT Rlan based on a percentage of their base cosagien. Each
participant’s contribution is matched up to certhiresholds. The IBEW clerical-technical union nigives receive
an annual lump sum company contribution into thaffRlan in addition to the IPL match. Employemtdbutions
to the Thrift Plan were $3.0 million, $3.0 milli@nd $2.9 million for 2014, 2013 and 2012, respetyiv

The RSP

Approximately 14% of IPL’s active employees are@®d by the RSP, a qualified defined contributitamp
containing a profit sharing component. Participaist to make contributions to the RSP based mereentage of
their taxable compensation. Each participant’s rdoution is matched in amounts up to, but not edoag 5% of
the participant’s taxable compensation. In addjttbe RSP has a profit sharing component wherebyétributes
a percentage of each employee’s annual salaryhietplan on a pre-tax basis. The profit sharinggmiage is
determined by the AES board of directors on an ahinasis. Employer payroll-matching and profit s
contributions (by IPL) relating to the RSP wereSbtillion, $1.8 million and $2.2 million for 2012013 and 2012,
respectively. The decline in 2014 is attributaloléhie RSP participants who were moved to the Sei@zmpany.

87



12. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPALCO and IPL are involved in litigation arising the normal course of business. While the resdlssich
litigation cannot be predicted with certainty, mgeaent believes that the final outcome will notdnavmaterial
adverse effect on IPALCO's results of operatioimsricial condition and cash flows. Amounts accraedxpensed
for legal or environmental contingencies collediiv@uring the periods covered by this report hastbeen
material to IPALCO’s audited Consolidated Finan&8tdtements.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaemt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, [ter@vocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full complianwith such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a NOV and Findind/aflation from the EPA pursuant to the Federal @Gléar Act
Section 113(a). The NOV alleges violations of tleel€ral Clean Air Act at IPL’s three primarily cdakd electric
generating facilities dating back to 1986. Thegsl violations primarily pertain to the PSD and attsinment
New Source Review requirements under the FedeeaCAir Act. Since receiving the letter, IPL maragat has
met with the EPA staff regarding possible resohdiof the NOV. At this time, we cannot predict thémate
resolution of this matter. However, settlements litighted outcomes of similar cases have requi@dpanies to
pay civil penalties, install additional pollutionrmtrol technology on coal-fired electric generatingts, retire
existing generating units, and invest in additiocgratironmental projects. A similar outcome in tbése could have
a material impact on our business. We would seedvexy of any operating or capital expenditureateal to air
pollution control technology to reduce regulatedeanissions; however, there can be no assuranats/éwould
be successful in that regard. IPL has recordechingent liability related to this matter.

13. RELATED PARTY TRANSACTIONS

IPL participates in a property insurance programwlich IPL buys insurance from AES Global Insurance
Company, a wholly-owned subsidiary of AES. IPL @& self-insured on property insurance with the etioa of a
$5 million self-insured retention per occurrencrcépt for IPL’s large substations, IPL does notyarsurance on
transmission and distribution assets, which arsidened to be outside the scope of property insgrahES and
other AES subsidiaries, including IPALCO, also dpate in the AES global insurance program. IP¥spa
premiums for a policy that is written and administeby a third-party insurance company. The premipaid to
this third-party administrator by the participaate deposited into a trust fund owned by AES Glahsdirance
Company, but controlled by the third-party admir@igir. The cost to IPL of coverage under this paogmwas
approximately $3.2 million, $3.1 million, and $fllion in 2014, 2013 and 2012, respectively, andecorded in
Other operating expenses the accompanying Consolidated Statements ohtiec As of December 31, 2014 and
2013, we had prepaid approximately $3.1 million &&db million, respectively, which is recordedArepayments
and other current assets1 the accompanying Consolidated Balance Sheets.

IPL participates in an agreement with Health andfslve Benefit Plans LLC, an affiliate of AES, torpeipate in a
group benefits program, including but not limited health, dental, vision and life benefits. Healtid Welfare
Benefit Plans LLC administers the financial aspecthe group insurance program, receives all puempayments
from the participating affiliates, and makes alhgler payments. The cost of coverage under thisranogvas
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approximately $20.1 million, $22.3 million, and $&2nillion in 2014, 2013 and 2012, respectivelyd &recorded
in Other operating expenses the accompanying Consolidated Statements ofiec As of December 31, 2014
and 2013 we had prepaid approximately $0.1 miliad $2.2 million for coverage under this plan, vahie
recorded irPrepayments and other current assetisthe accompanying Consolidated Balance Sheets.

AES files federal and state income tax returns ticiznsolidate IPALCO and its subsidiaries. Und&xasharing
agreement with AES, IPALCO is responsible for theoime taxes associated with its own taxable incanade
records the provision for income taxes using arsgpaeturn method. IPALCO had a receivable balamcker this
agreement of $0.7 million and $1.0 million as ofcBmber 31, 2014 and 2013, which is recorddérepayments
and other current assets the accompanying Consolidated Balance Sheets.

Long-term Compensation Plan

During 2014, 2013 and 2012, many of IPL’s non-ureomployees received benefits under the AES Long-ter
Compensation Plan, a deferred compensation progrhisitype of plan is a common employee retentim tised
in our industry. Benefits under this plan are gedrih the form of performance units payable in casth AES
restricted stock units and options to purchaseeshair AES common stock. All such components vettinds over
a three-year period and the terms of the AES wrsttistock unit issued prior to 2011 also include@year
minimum holding period after the awards vest. Avgamthde in 2011 and for subsequent years will naubgect to
a two year holding period. In addition, the perfarmoe units payable in cash are subject to certgi® performance
criteria. Total deferred compensation expense dexbduring 2014, 2013 and 2012 was $0.7 million] $illion
and $0.8 million, respectively and was include®ther Operating Expenses IPALCO’s Consolidated
Statements of Income. The value of these bensflbging recognized over the 36 month vesting paiatia
portion is recorded as miscellaneous deferred txredih the remainder recordedRaid in capitalon IPALCO'’s
Consolidated Balance Sheets in accordance with ABBCCompensation — Stock Compensation.”

See also Note 11Pension and Other Postretirement Benefite'the audited Consolidated Financial Statemeits o
IPALCO for a description of benefits awarded to I&hployees by AES under the RSP.

Service Company

In December 2013, an agreement was signed, eféedtimuary 1, 2014, whereby the Service Companynbega
providing services including accounting, legal, lmmmesources, information technology and otheramaite
services on behalf of companies that are partefis. SBU, including among other companies, IPALZ@ IPL.
The Service Company allocates the costs for therséces based on cost drivers designed to restdiriand
equitable allocations. This includes ensuring thatregulated utilities served, including IPL, are subsidizing
costs incurred for the benefit of non-regulatedresses. Total costs incurred by the Service Cogngdaring 2014
on behalf of IPALCO were $22.0 million. Total costsurred by IPALCO during 2014 on behalf of theBee
Company were $5.6 million. IPALCO had a prepaicabak of $0.4 million to the Service Company as of
December 31, 2014.

89



14. SEGMENT INFORMATION

Operating segments are components of an entethasengage in business activities from which iyyr@arn
revenues and incur expenses, for which separatadial information is available, and is evaluategularly by the
chief operating decision maker in assessing pedooa and deciding how to allocate resources. Suiity all of
our business consists of the generation, transomisdistribution and sale of electric energy corndddhrough IPL
which is a vertically integrated electric utilifpALCO’s reportable business segment is its utdiégment, with all
other non-utility business activities aggregatguasately. The non-utility category primarily inckslthe 2016
IPALCO Notes and the 2018 IPALCO Notes; approxinya$s.9 million and $6.9 million of cash and cash
equivalents, as of December 31, 2014 and 2013ectsply; long-term investments of $5.1 million a$6.0
million at December 31, 2014 and 2013, respectj\ahgl income taxes and interest related to thesesit All other
assets represented less than 1% of IPALCO'’s tetata as of December 31, 2014 and 2013. The adegunt
policies of the identified segment are consisteitt those policies and procedures described irstimemary of
significant accounting policies. Intersegment safesny, are generally based on prices that reflee current
market conditions.

The following table provides information about IPBO’s business segments (in millions):

2014 2013 2012
Utility All Other Total Utility All Other Total Utility All Other Total

Operating revenues $ 1,322 — $ 1,322 $ 1,256 — $ 1,256 $ 1,230 — $ 1,230
Depreciation and

amortization 185 — 185 182 — 182 177 — 177
Income taxes 69 (22) 48 58 (20) 38 68 (20) 48
Net incom 110 (32) 78 97 (33) 64 104 (32) 72
Utility plant - net of

depreciation 2,857 — 2,857 2,553 — 2,553 2,426 — 2,426
Capital expenditures 382 — 382 242 — 242 130 — 130
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15. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Operating results for the years ended Decembe2(®Y4 and 2013, by quarter, are as follows:

2014
March 31 June 30 September 30  December 31
(In Thousands)
Utility operating revenue $ 355,303 $ 314,160 $ 335574 $ 316,637
Utility operating income 44,543 33,174 49,311 33,885
Net income 23,706 11,663 28,471 14,128
2013
March 31 June 30 September 30  December 31
(In Thousands)
Utility operating revenue $ 327,017 $ 299,569 $ 321,274 $ 307,874
Utility operating income 42,962 31,783 47,719 28,282
Net income 21,661 9,588 27,336 5,464

The quarterly figures reflect seasonal and weatlated fluctuations that are normal to IPL’s opierzs.

khkkkhkkkkkk
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of
Indianapolis Power & Light Company

We have audited the accompanying consolidated balsineets of Indianapolis Power & Light Company and
subsidiary (the Company) as of December 31, 20842843, and the related consolidated statemeritgoime,
common shareholder’s equity, and cash flows fohed¢he three years in the period ended Decembe2@®L4.
Our audits also included the financial statemehedale listed in the Index at Item 15a. These fir@rstatements
and schedule are the responsibility of the Comgamgnagement. Our responsibility is to expresspaman on
these financial statements and schedule basedraudiis.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaigo
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. We were not engaged to perforaudit of the
Company's internal control over financial reporti@ur audits included consideration of internaltcolrover
financial reporting as a basis for designing apdittedures that are appropriate in the circumstare not for the
purpose of expressing an opinion on the effectigerd the Company's internal control over finangglorting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisant
estimates made by management, and evaluating #ralbfinancial statement presentation. We belignad our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@albove present fairly, in all material respedts,¢onsolidated
financial position of Indianapolis Power & Light @pany and subsidiary at December 31, 2014 and 201Bthe
consolidated results of their operations and tbeéh flows for each of the three years in the pegimded December
31, 2014, in conformity with U.S. generally accebéecounting principles. Also, in our opinion, tiedated

financial statement schedule, when consideredatioa to the basic financial statements taken whale, presents
fairly in all material respects the information &&tth therein.

/sl ERNST & YOUNG LLP

Indianapolis, Indiana
February 25, 2015
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INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Consolidated Statements of Income
For the Years Ended December 31, 2014, 2013 and 201

(In Thousands)

2014

2013

2012

OPERATING REVENUES

OPERATING EXPENSES:
Operation:
Fuel
Other operating expenses
Power purchased
Maintenance
Depreciation and amortization
Taxes other than income taxes
Income taxes - net
Total operating expenses
OPERATING INCOME

OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constroicti
Miscellaneous income and (deductions) - net
Income tax (expense) benefit applicable to noraipey income
Total other income and (deductions) - net

INTEREST AND OTHER CHARGES:
Interest on long-term debt
Other interest
Allowance for borrowed funds used during condiourc
Amortization of redemption premium and expenselelpt
Total interest and other charges - net
NET INCOME

LESS: PREFERRED DIVIDEND REQUIREMENTS

NET INCOME APPLICABLE TO COMMON STOCK

$ 1,321,674 $ 1,255,734 $ 1,229,777

411,217 376,450 340,647
218,932 235,082 217,124
116,648 94,265 121,238
113,248 112,913 99,568
185,263 182,305 176,843
45218 45,425 44,295
70,235 58,548 67,162
1,160,761 1,104,988 1,066,877
160,913 150,746 162,900
7,381 4,331 1,087
203) (1,981) (1,457)
953 828 (654)
137, 3,178 (1,024)
59,104 55,602 54,435
1,865 1,794 1,913
(4,963) (2,517) (1,059)
2,510 2,493 2,458
8,51 57,372 57,747
109,528 96,552 104,129
3,213 3,213 3,213
$ 106,315 $ 93,339 $ 100,916

See notes to consolidated financial statements.
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INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Consolidated Balance Sheets
(In Thousands)

December 31, December 31,
2014 2013
ASSETS
UTILITY PLANT:
Utility plant in service $ 4,658,023 $ 4,478,752
Less accumulated depreciation 2,264,606 2,149,994
Utility plant in service - net 2,393,417 2,328,758
Construction work in progress 447,399 207,727
Spare parts inventory 14,816 15,774
Property held for future use 1,002 1,002
Utility plant - net 2,856,634 2,553,261
OTHER ASSETS:
At cost, less accumulated depreciation 1,648 1,434
CURRENT ASSETS:
Cash and cash equivalents 20,999 12,120
Accounts receivable and unbilled revenue (Iélssvance for
doubtful accounts of $2,076 and $1,982, retbypey) 139,709 143,408
Fuel inventories - at average cost 47,550 54,763
Materials and supplies - at average cost 60,185 58,067
Deferred tax asset - current 41,551 11,950
Regulatory assets 93 2,409
Prepayments and other current assets 23,031 23,729
Total current assets 333,118 306,446
DEFERRED DEBITS:
Regulatory assets 419,193 369,447
Miscellaneous 21,284 25,530
Total deferred debits 440,477 394,977
TOTAL $ 3,631,877 $ 3,256,118
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's equity:
Common stock $ 324,537 $ 324,537
Paid in capital 170,306 63,173
Retained earnings 430,266 451,351
Total common shareholder's equity 925,109 839,061
Cumulative preferred stock 59,784 59,784
Long-term debt (Note 9) 1,152,360 1,023,961
Total capitalization 2,137,253 1,922,806
CURRENT LIABILITIES:
Short-term debt (Note 9) 50,000 50,000
Accounts payable 110,606 99,799
Accrued expenses 25,084 27,315
Accrued real estate and personal property taxes 19,177 19,224
Regulatory liabilities 27,943 12,436
Accrued interest 20,108 19,074
Customer deposits 28,337 26,241
Other current liabilities 12,581 11,900
Total current liabilities 293,836 265,989
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Deferred income taxes - net 421,044 332,094
Non-current income tax liability 7,042 6,734
Regulatory liabilities 610,917 585,753
Unamortized investment tax credit 5,229 6,661
Accrued pension and other postretirement benefit 96,464 93,680
Asset retirement obligations 59,098 41,381
Miscellaneous 994 1,020
Total deferred credits and other long-tembilities 1,200,788 1,067,323
COMMITMENTS AND CONTINGENCIES (Note 12)
TOTAL $ 3,631,877 $ 3,256,118

See notes to consolidated financial statements.
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INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2014, 2013 and 201

(In Thousands)

2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 109,528 $ 96,552 $ 104,129
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 186,614 180,917 176,771
Amortization of regulatory assets 1,123 3,686 2,206
Amortization of debt premium 40 30 29
Deferred income taxes and investment tax ceajitstments - net 67,831 (10,594) (4,666)
Allowance for equity funds used during constiarc (7,136) (4,088) (881)
Gains on sales of assets — (297) —
Change in certain assets and liabilities:
Accounts receivable 3,699 (1,900) (5,501)
Fuel, materials and supplies 5,094 (10,337) 4,339
Income taxes receivable or payable 1,171 3,510 (5,920)
Financial transmission rights (1,947) (1,869) 360
Accounts payable and accrued expenses (23,723) 16,290 (2,401)
Accrued real estate and personal property taxes (47) (181) 1,945
Accrued interest 1,034 (2,288) 971
Pension and other postretirement benefit exgens 2,785 (180,338) 15,846
Short-term and long-term regulatory assetsliabdities (44,252) 148,169 (43,514)
Prepaids and other current assets (170) (2,917) (958)
Other - net 2,385 7,195 2,525
Net cash provided by operating activi 304,029 241,540 245,280
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (381,626) (242,124) (129,747)
Project development costs (9,657) (6,047) (6,781)
Proceeds from sales of assets — 225 1
Grants under the American Recovery and Reinvestiet of 2009 — 923 6,028
Asset removal costs (6,036) (7,553) (9,251)
Other (56) 39 9)
Net cash used in investing activil (397,375) (254,537) (139,759)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 105,000 150,500 73,000
Short-term debt repayments (105,000) (150,500) (87,000)
Long-term borrowings 128,358 169,728 —
Retirement of long-term debt — (110,377) —
Dividends on common stock (127,400) (90,150) (96,700)
Dividends on preferred stock (3,213) (3,213) (3,213)
Equity contribution from IPALCO 106,400 49,091 —
Other (1,920) (2,004) 172)
Net cash provided by (used in) financing activ 102,225 13,075 (114,085)
Net change in cash and cash equiva 8,879 78 (8,564)
Cash and cash equivalents at beginning of period 12,120 12,042 20,606
Cash and cash equivalents at end of period $ 20,999 $ 12,120 $ 12,042
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) $ 54,938 $ 57,175 $ 54,254
Income taxe $ — 3 64,95( % 78,40z
As of December 31,
2014 2013 2012
Non-cash investing activities:
Accruals for capital expenditures $ 37,293 $ 17,957 $ 16,658

See notes to consolidated financial statements.
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INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Consolidated Statements of Common Shareholder's Eqy
(In Thousands)

Common Paid in Retained
Stock Capital Earnings Total

Balance at January 1, 2012 $ 324,537 $ 13,114 $ 443,946 $ 781,597
Net incom: 104,129 104,129
Preferred stock dividends (3,213) (3,213)
Cash dividends declared on common stock 7009, (96,700)
Contributions from IPALCO 422 422
Balance at December 31, 2012 $ 324,537 $ 13,536 $ 448,162 $ 786,235
Net incom 96,552 96,552
Preferred stock dividends (3,213) (3,213)
Cash dividends declared on common stock 16m), (90,150)
Contributions from IPALCO 49,637 49,637
Balance at December 31, 2013 $ 324,537 $ 63,173 $ 451,351 $ 839,061
Net incom: 109,528 109,528
Preferred stock dividends (3,213) (3,213)
Cash dividends declared on common stock 0Dy (127,400)
Contributions from IPALCO 107,133 107,133
Balance at December 31, 2014 $ 324,537 % 170,306 $ 430,266 $ 925,109

See notes to consolidated financial statements.
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INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Notes to Consolidated Financial Statements
For the Years Ended December 31, 2014, 2013 and 201

1. ORGANIZATION

IPL was incorporated under the laws of the statediina in 1926. All of the outstanding commorcgtof IPL is
owned by IPALCO. IPALCO, acquired by AES in Mardb04, is owned by AES U.S. Investments and CDPQ,
IPALCO’s new minority interest holder. AES U.S. &stments is owned by AES (85%) and CDPQ (15%).i$PL
engaged primarily in generating, transmitting, ritisiting and selling electric energy to approxinha#s0,000
retail customers in the city of Indianapolis anéghboring cities, towns and communities, and adjaceral areas
all within the state of Indiana, with the most dist point being approximately forty miles from ladapolis. IPL
has an exclusive right to provide electric sert@éhose customers. IPL owns and operates two pitintaal-fired
generating plants, one combination coal and gasHilant and two combustion turbines at a sepaité¢hat are
all used for generating electricity. IPL’s net etecgeneration capacity for winter is 3,241 MW aret summer
capacity is 3,123 MW.

IPL Funding is a special-purpose entity and a whoWned subsidiary of IPL and is included in thelited
Consolidated Financial Statements of IPL. IPL fodrifeL Funding in 1996 to sell, on a revolving basig to $50
million of the retail accounts receivable and rethtollections of IPL to third-party purchasergkcthange for cash
(see Accounts Receivable Securitization in Notdrgjebtedness.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

IPL’s consolidated financial statements are pregphareaccordance with GAAP and in conjunction witke tules
and regulations of the SEC. The consolidated firstatements include the accounts of IPL andntegulated
subsidiary, IPL Funding. All intercompany items bBaheen eliminated in consolidation. Certain costshared
resources amongst IPL and IPALCO, such as labobandfits, are allocated to each entity based lonatlon
methodologies that management believes to be rabBnVe have evaluated subsequent events thrbeghate
this report is issued.

Use of Management Estimates

The preparation of financial statements in confeymiith GAAP requires that management make cegatimates
and assumptions that affect the reported amourdssats and liabilities and disclosure of contihgssets and
liabilities at the date of the financial statemeiitse reported amounts of revenues and expensiegdbe
reporting period may also be affected by the egégand assumptions management is required to rAakeal
results may differ from those estimates.

Reclassifications

Certain prior period amounts have been reclassifiemnform to the current year presentation.
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Regulation

The retail utility operations of IPL are subjectthe jurisdiction of the IURC. IPL’s wholesale paviensactions

are subject to the jurisdiction of the FERC. Thagencies regulate IPL’s utility business operatitasffs,
accounting, depreciation allowances, servicesaisses of securities and the sale and acquisitianildf/

properties. The financial statements of IPL areetlam GAAP, including the provisions of FASB AS()98
“Regulated Operations,Wwhich gives recognition to the ratemaking and aatiog practices of these agencies. See
also Note 6;Regulatory Assets and Liabilitiesfor a discussion of specific regulatory assets|afmlities.

Revenues and Accounts Receivable

Revenues related to the sale of energy are gepeeaibgnized when service is rendered or enerdglisered to
customers. However, the determination of the ensadgs to individual customers is based on theimgaaf their
meters, which occurs on a systematic basis thrastghe month. At the end of each month, amounenefgy
delivered to certain customers since the dateeofatbt meter reading are estimated and the comegmpunbilled
revenue is accrued. In making its estimates ofli@abievenue, IPL uses complex models that consideous
factors including daily generation volumes; knovmaaints of energy usage by nearly all residentiagls
commercial and industrial customers; estimatedlbisses; and estimated customer rates based ampriod
billings. Given the use of these models, and thatamers are billed on a monthly cycle, we beligve unlikely
that materially different results will occur in tue periods when revenue is billed. At December2®14 and 2013,
customer accounts receivable include unbilled gnergenues of $48.4 million and $50.1 million, resfively, on
a base of annual revenue of $1.3 billion in 2014 2B11.3. An allowance for potential credit lossemantained and
amounts are written off when normal collection e§chave been exhausted. Our provision for doubifabunts
included inOther operating expenses the accompanying Consolidated Statements ohteovas $4.9 million,
$3.8 million and $3.4 million for the years endeed@mber 31, 2014, 2013 and 2012, respectively.

IPL’s basic rates include a provision for fuel soa$ established in IPL’s most recent rate proogedihich last
adjusted IPL'’s rates in 1996. IPL is permittedeoaver actual costs of purchased power and fueluwoad, subject
to certain restrictions. This is accomplished tigtoquarterly FAC proceedings, in which IPL estinsatee amount

of fuel and purchased power costs in future peridtisough these proceedings, IPL is also permttte@cover, in
future rates, underestimated fuel and purchase@po@sts from prior periods, subject to certaitrigtfons, and
therefore the over or underestimated costs arereéefer accrued and amortized into fuel expendkarsame

period that IPL’s rates are adjusted. See also BlotRegulatory Matters for a discussion of other costs that IPL is
permitted to recover through periodic rate adjustnpeoceedings

In addition, we are one of many transmission systemer members of the MISO, a regional transmission
organization which maintains functional control otlee combined transmission systems of its mendeds
manages one of the largest energy markets in tBelblthe MISO market, IPL offers its generation &ids its
demand into the market on an hourly basis. MIS@esethese hourly offers and bids based on locatiorarginal
prices, which is pricing for energy at a given loma based on a market clearing price that takiEsdancount
physical limitations, generation, and demand thhmug the MISO region. MISO evaluates the marketigipants’
energy offers and demand bids to economically atidhly dispatch the entire MISO system. IPL acdsdor
these hourly offers and bids, on a net basis, iLUTY OPERATING REVENUES when in a net selling ptien
and in UTILITY OPERATING EXPENSES - Power Purchasédten in a net purchasing position.

Contingencies

IPL accrues for loss contingencies when the amotitite loss is probable and estimable. IPL is stilifevarious
environmental regulations, and is involved in dertagal proceedings. If IPL’s actual environmergati/or legal
obligations are different from our estimates, theognition of the actual amounts may have a méafenjzact on
our results of operations, financial condition @agh flows; although that has not been the casegdltire periods
covered by this report. As of December 31, 20142618, total loss contingencies accrued were $3lBmand
$4.3 million, respectively, which were includedOther Current Liabilitieson the accompanying Consolidated
Balance Sheets.

98



Concentrations of Risk

Substantially all of IPL’s customers are locatethim the Indianapolis area. In addition, approxieha66% of
IPL’s full-time employees are covered by collectbargaining agreements in two bargaining unitdhgsizal unit
and a clerical-technical unit. IPL’s contract witte physical unit expires on December 14, 2015 thadontract
with the clerical-technical unit expires Februafy 2017. Additionally, IPL has long-term coal caus with four
suppliers, with about 45% of our existing coal unctentract for the three-year period ending Decam3tie 2017
coming from one supplier. Substantially all of ttmal is currently mined in the state of Indiana.

Allowance For Funds Used During Construction

In accordance with the Uniform System of Accountsspribed by FERC, IPL capitalizes an allowancelernet
cost of funds (interest on borrowed funds and aageable rate of return on equity funds) used faistwiction
purposes during the period of construction witlbaesponding credit to income. IPL capitalized antswsing
pretax composite rates of 8.3%, 8.6%, and 8.4%ndw014, 2013 and 2012, respectively. For the Edgley
CCGT and Harding Street refueling project, IPL talied amounts using a pretax composite rateG¥fo&starting
in 2014.

Utility Plant and Depreciation

Utility plant is stated at original cost as defirfed regulatory purposes. The cost of additionstiiity plant and
replacements of retirement units of property ag@éd to plant accounts. Units of property replameabandoned
in the ordinary course of business are retired ftioenplant accounts at cost; such amounts, legagml are charged
to accumulated depreciation. Depreciation is coegbibty the straight-line method based on functioat&s
approved by the IURC and averaged 4.1%, 4.0%, &% during 2014, 2013 and 2012, respectively. Deaption
expense was $185.9 million, $180.0 million, and%@7million for the years ended December 31, 2@043 and
2012, respectively, which includes depreciationemge that has been deferred as a regulatory asset.

Derivatives

We have only limited involvement with derivativedincial instruments and do not use them for tragimgoses.
IPL accounts for its derivatives in accordance WiBC 815'Derivatives and Hedging.'In addition, IPL has
entered into contracts involving the physical detivof energy and fuel. Because these contractffyta the
normal purchases and normal sales scope exceptid8C 815, IPL has elected to account for thenmcasial
contracts, which are not adjusted for changesiirnvédue.

Fuel, Materials and Supplies

We maintain coal, fuel oil, materials and suppiiegntories for use in the production of electsicithese
inventories are accounted for at the lower of cosharket, using the average cost.

Impairment of Long-lived Assets

GAAP requires that we measure long-lived assetgrpairment when indicators of impairment existatf asset is
deemed to be impaired, we are required to writerdthe asset to its fair value with a charge toentrearnings.
The net book value of our utility plant assets %29 billion and $2.6 billion as of December 3112@&nd 2013,
respectively. We do not believe any of these assetsurrently impaired. In making this assessmeatconsider
such factors as: the overall condition and genegadind distribution capacity of the assets; theeetq ability to
recover additional expenditures in the assets, aadbCT projects; the anticipated demand and velgtiicing of
retail electricity in our service territory and wesale electricity in the region; and the costusflf
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Income Taxes

IPL includes any applicable interest and penattdsted to income tax deficiencies or overpaymantbe
provision for income taxes in its Consolidated &tatnts of Income. There were no interest or pasadtpplicable
to the periods contained in this report.

Deferred taxes are provided for all significant pemary differences between book and taxable incdre.effects
of income taxes are measured based on enactedtalvaites. Such differences include the use olereted
depreciation methods for tax purposes, the uséffefent book and tax depreciable lives, ratesiargervice dates
and the accelerated tax amortization of pollutiontml facilities. Deferred tax assets and liala@$tare recognized
for the expected future tax consequences of egiglifierences between the financial reporting andréporting
basis of assets and liabilities. Those income taggable which are includable in allowable costsédemaking
purposes in future years are recorded as regulasssts with a corresponding deferred tax liabilityestment tax
credits that reduced federal income taxes in tlaesythey arose have been deferred and are beingizedao
income over the useful lives of the propertiesdocaidance with regulatory treatment. Contingetiliges related
to income taxes are recorded in accordance with A8CIncome Taxes.”

Cash and Cash Equivalents

We consider all highly liquid investments purchaséith original maturities of three months or lesshe date of
acquisition to be cash equivalents.

Repair and Maintenance Costs

Repair and maintenance costs are expensed asddcurr

Per Share Data

IPL is a wholly-owned subsidiary of IPALCO and doed report earnings on a per-share basis.
New Accounting Pronouncements

ASU No. 2014-08, Presentation of Financial StateséFopic 205) and Property, Plant and Equipmeripi€
360), Reporting Discontinued Operations and Disgtes of Disposals of Components of an Entity

In April 2014, the FASB issued ASU 2014-0®8resentation of Financial Statements (Topic 205) Broperty,
Plant, and Equipment (Topic 360): Reporting Disdmméd Operations and Disclosures of Disposals of
Components of an Entityeffective for annual and interim periods begirmadfter December 15, 2014. ASU 2014-
08 updates the definition of discontinued operatioy limiting discontinued operations reportinglisposals of
components of an entity that represent stratedgftsghat have (or will have) a major effect onemtity’s
operations and financial results. In addition, atitg will be required to expand disclosures fosatintinued
operations by providing more information about éissets, liabilities, revenues and expenses of mliseed
operations both on the face of the financial stateinand in the notes to the financial stateméiutsthe disposal
of an individually significant component of an epntihat does not qualify for discontinued operagioeporting,
such entity will be required to disclose the pragten(fit or loss of the component in the notes ®fthancial
statements. Our early adoption of ASU No. 2014r0@he third quarter of 2014 did not have any immacbur
overall results of operations, financial positiorcash flows.

ASU No. 2014-09, Revenue from Contracts with Cust®iTopic 606)

In May 2014, the FASB issued ASU 2014-0Bgtenue from Contracts with Customers (Topic 6@®gctive for
annual and interim periods beginning after Decem®e2016, with retrospective application. The qmiaciple of
this ASU is that an entity should recognize revetoudepict the transfer of promised goods or ses/io customers
in an amount that reflects the consideration tactvithe entity expects to be entitled in exchangehfose goods or
services. Because the guidance in this ASU is jpies-based, it can be applied to all contract$ witstomers
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regardless of industry-specific or transaction-fffiefact patterns. Additionally, the guidance régs improved
disclosures to help users of financial statemeettebunderstand the nature, amount, timing, ameainty of
revenue that is recognized. We have not yet deteminihe extent, if any, to which our overall reswit operations,
financial position or cash flows may be affectedtuy implementation of this accounting standard.

ASU No. 2014-15, Presentation of Financial StatedmerGoing Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continae a Going Concern

In August 2014, the FASB issued ASU 2014-1Presentation of Financial Statements — Going Com¢8ubtopic
205-40: Disclosure of Uncertainties about an Eritbility to Continue as a Going Concernkffective for
annual and interim periods ending after Decembef@%6. ASU 2014-15 requires management to evaluate
whether there are conditions or events, considieradgregate, that raise substantial doubt abeuettity’s ability
to continue as a going concern within one yearr #fite date that the financial statements are isstieere are
required disclosures if substantial doubt is idesdiincluding documentation of principal condit®ar events that
raised substantial doubt about the entity’s abititgontinue as a going concern (before consideraif
management’s plans), management’s evaluation afigmficance of those conditions or events intiefato the
entity’s ability to meet its obligations, and maaaent’s plans that alleviated substantial doubtatiee entity’s
ability to continue as a going concern. This ASWas$ expected to have any impact on our overallltef
operations, financial position or cash flows.

3. REGULATORY MATTERS
General

IPL is subject to regulation by the IURC as tosisvices and facilities, the valuation of propetttyg construction,
purchase, or lease of electric generating fadilitibe classification of accounts, rates of deptamni, retail rates and
charges, the issuance of securities (other thatesees of indebtedness payable less than twelvéhmafter the
date of issue), the acquisition and sale of sonmdigutility properties or securities and certather matters.

In addition, IPL is subject to the jurisdictiontbie FERC with respect to short-term borrowing rmgfulated by the
IURC, the sale of electricity at wholesale andtta@smission of electric energy in interstate commagthe
classification of accounts, reliability standardsd the acquisition and sale of utility propertyértain
circumstances as provided by the Federal PowerA&ch regulated entity, IPL is required to useaiaraccounting
methods prescribed by regulatory bodies which nitigrdrom those accounting methods required tabed by
unregulated entities.

IPL is also affected by the regulatory jurisdictioithe EPA at the federal level, and the IDEMret state level.
Other significant regulatory agencies affecting iRtlude, but are not limited to, the NERC, the \D8&partment
of Labor and the IOSHA.

Basic Rates and Charges

Our basic rates and charges represent the largegtanent of our annual revenues. Our basic ratkslaarges are
determined after giving consideration, on a pravambasis, to all allowable costs for ratemakingppses including
a fair return on the fair value of the utility peay used and useful in providing service to custanThese basic
rates and charges are set and approved by the Bf8Qpublic hearings. Such proceedings, which lwoegirred at
irregular intervals, involve IPL, the Indiana O#iof Utility Consumer Counselor, and other intexdsttakeholders.
Pursuant to statute, the IURC is to conduct a pgériceview of the basic rates and charges of dilana utilities at
least once every four years, but the IURC has thiecgity to review the rates of any Indiana utiltiyany time.
Once set, the basic rates and charges authorizedtdssure the realization of a fair return onfétikevalue of

property.
Our basic rates and charges were last adjuste@9ié; however, IPL filed a petition with the IURC Brecember

29, 2014, for authority to increase its basic rates charges by approximately $67.8 million annyalt 5.6%. An
order on this proceeding will likely be issued hg {URC in the fourth quarter of 2015 with any raltenge
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expected to become effective by early 2016. Thitigeialso includes requests to implement rate stdjent
mechanisms for short term recovery of fluctuationthe following costs: (1) capacity purchase co&} off-
systems sales margins; and (3) MISO non-fuel clsafig#SO fuel charges are already included in th&€kate
mechanism as described below). No assurances agimdreas to the outcome of this proceeding.

Our declining block rate structure generally pr@gdor residential and commercial customers tohaeged a
lower per kWh rate at higher consumption levelsrEfore, as volumes increase, the weighted avemacg per
kWh decreases. Numerous factors including, butimited to, weather, inflation, customer growth arghge, the
level of actual operating and maintenance experatificapital expenditures including those requingd
environmental regulations, fuel costs, generatimig availability and purchased power costs, caadfthe return
realized.

FAC and Authorized Annual Jurisdictional Net Operating Income

IPL may apply to the IURC for a change in IPL’slfubarge every three months to recover IPL’s edtchduel
costs, including the energy portion of purchasedgyaosts, which may be above or below the levelkided in
IPL’s basic rates and charges. IPL must presedeeci in each FAC proceeding that it has made eeasonable
effort to acquire fuel and generate or purchasegp@wboth so as to provide electricity to its Hetastomers at the
lowest fuel cost reasonably possible.

Independent of the IURC's ability to review basiters and charges, Indiana law requires electlitiegiunder the
jurisdiction of the IURC to meet operating expeasd income test requirements as a condition forayap of
requested changes in the FAC. Additionally, custorafinds may result if a utility’s rolling twelveonth
operating income, determined at quarterly measuneneges, exceeds a utility’s authorized annuadglictional net
operating income and there are not sufficient @pplie cumulative net operating income deficienagainst which
the excess rolling twelve-month jurisdictional nperating income can be offset.

ECCRA

IPL may apply to the IURC for approval of a ratguastinent known as the ECCRA every six months tovec
costs to install and/or upgrade CCT equipment. tdted amount of IPL’s CCT equipment approved for@EA
recovery as of December 31, 2014 was $827 millldwe jurisdictional revenue requirement that waseypgd by
the IURC to be included in IPL’s rates for the ginth period from September 2014 through Febru@fyb2vas
$56.8 million. During the years ended December2814, 2013 and 2012, we made total CCT expenditfres
$176.3 million, $126.6 million, and $15.0 milliorespectively. The vast majority of such costs amverable
through our ECCRA filings. Also, se&hvironmental Mattersfor discussion of recovery of costs to complylwit
current and expected environmental laws and regukat

DSM

In March 2014, legislation, referred to as the SEA, was approved that effectively ended the IUR®ergy
efficiency targets established in a 2009 stateviddaeric DSM Order. Although SEA 340 puts an enestablished
efficiency targets, IPL will continue to offer cestfective energy efficiency and demand responsgnams as one
of many resources to meet future demand for ebgtri

In December 2014, we received approval from the@QUR our 2015-2016 DSM plan. The approval includest
recovery on a set of DSM programs to be offere2l0ih5-2016 that is similar to the 2014 set of proggaSimilar to
the current DSM framework, we are eligible to rgegperformance incentives dependent upon the tehaiccess
of the programs. Additionally, we were granted auitly to record a regulatory asset for recovery iiuture base
rate case proceeding for lost margins which rdsuth decreased kWh related to implementation o§¢HaSM
programs.
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IPL’s Smart Energy Project

In 2010, IPL was awarded a smart grid investmeaigior $20 million as part of its $48.9 million 8mEnergy
Project (including smart grid technology), whiclopides IPL’s customers with tools to help them melffeciently
use electricity and included an upgrade of IPL&c#Eic delivery system infrastructure. Under thangrthe U.S.
Department of Energy provided $20 million of norghbe reimbursements to IPL for capitalized cosseasted
with IPL’s Smart Energy Project. These reimbursets@rere accounted for as a reduction of the caga@lSmart
Energy Project costs. We received the final graimhbursement in 2013.

Wind and Solar Power Purchase Agreements

We are committed under a power purchase agreem@nirthase approximately 100 MW of wind-generated
electricity through 2029 from a wind project in lada. We are also committed under another agreetment
purchase approximately 200 MW of wind-generatedtgtdty for 20 years from a project in Minnesotgich
began commercial operation in October 2011. Intaxdiwe have 97 MW of solar-generated electrigitpur
service territory under contract in 2015, of wh@hMW was in operation as of December 31, 2014 héie
authority from the IURC to recover the costs fdrohlthese agreements through an adjustment mesani
administered within the FAC.

MISO Real Time RSG

MISO collects RSG charges from market participamsay for generation dispatched when the cosssicif
generation are not recovered in the market clegiitg. Over the past several years, there have tisagreements
between interested parties regarding the calculatiethodology for RSG charges and how such chafymdd be
allocated among the individual MISO participantsider the methodology currently in effect, RSG ckargave
little effect on IPL’s financial statements as ttast majority of such charges are considered toddecosts and are
recoverable through IPL’'s FAC, while the remaingdoeing deferred for future recovery in accordanith

GAAP. However, the IURC’s orders in IPL's FAC 78 @nd 79 proceedings approved IPL's FAC factormon a
interim basis, subject to refund, pending the ome@f a FERC proceeding regarding RSG chargesm@and a
subsequent appeals therefrom. In a recent FAC pding, IPL requested that the subject to refunigdesion be
removed and that FAC 77, 78 and 79 proceedingsduefinal with no modifications. In February 201 IURC
issued an order approving IPL’s request.

MISO Transmission Expansion Cost Sharing and FERC @ler 1000

Beginning in 2007, MISO transmission system ownenoers including IPL began to share the costs of
transmission expansion projects with other transimissystem owner members after such projects agpeoved
by the MISO board of directors. Upon approval by iSO board of directors the transmission systemey
members must make a good faith effort to build angay for the projects. Costs allocated to IPLther projects of
other transmission system owner members are cetldnt MISO per their tariff.

On July 21, 2011, the FERC issued Order 1000, amgrtde transmission planning and cost allocation
requirements established in Order No. 890. Thradgter 1000, the FERC:

(1) requires public utility transmission providers farficipate in a regional transmission planning psscand
produce a regional transmission plan;

(2) requires public utility transmission providersatmend their open access transmission tariffs toriles
how public policy requirements will be consideraddcal and regional transmission planning procgsse

(3) removes the federal right of first refusal for e@mttransmission facilities; and

(4) seeks to improve coordination between neighboriagsimission planning regions for interregional
facilities.

MISO'’s approved tariff in part already compliestwidrder 1000. However, Order 1000 resulted in charig

transmission expansion costs charged to us by M&©h changes relate to public policy requireméots
transmission expansion within the MISO footprint¢is as to comply with renewable mandates of ottaes
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within the footprint. These charges are difficolteistimate, but are expected to be material toithénaa few years;
however, it is probable, but not certain, that ¢hessts will be recoverable, subject to IURC apatovhrough
December 31, 2014, we have deferred as a regulasset $7.6 million of MISO transmission expangiosts.

Senate Bill 560

In April 2013, Senate Bill 560 became law in Indiarhis law provides more regulatory flexibility toe process
for reviewing necessary utility system improvemeantd determining appropriate rates. Senate Bill&d&ivs
utilities to propose a seven-year infrastructuengbr distribution, transmission and storage ®IthRC and, if the
plan is considered reasonable by the IURC, théyutibuld recover its investment in facilities idiéied in the plan
in a timely manner. In addition, when Indiana tigs apply for a change in their basic rates arslggs, if new
rates are not approved by the IURC within 300 dHiex the utility filed its case-in-chief, the bdllows the utility
to implement temporary rates including 50% of theppsed increase. Such temporary rates would hjeatub a
reconciliation implemented via a credit or surclesirgequal amounts each month for six months gfithRC’s
final order established rates were to differ frdva temporary rates previously placed into effebe TURC would
be allowed to extend the 300-day deadline by 6@ d@y good cause. Both provisions, as well asdalitianal
provision that allows utilities to utilize a forwddooking test year in rate cases, recognize tpéalantensive
nature of the energy industry and seek to reduce ietween a utility’s investment and the oppotyutu recover
the investment through rates.

4. UTILITY PLANT IN SERVICE

The original cost of utility plant in service segaged by functional classifications follows:

As of December 31,

2014 2013

(In Thousands)
Production $ 2,862,579 $ 2,743,677
Transmission 268,594 256,892
Distribution 1,323,190 1,283,391
General plant 203,660 194,792
Total utility plant in service $ 4,658,023 $ 4,478,752

Substantially all of IPL’s property is subject t&4,155.3 million direct first mortgage lien, as@écember 31,
2014, securing IPL’s first mortgage bonds. Propariger capital leases as of December 31, 2014 @h8 ®as
insignificant. Total non-contractually or legallgquired removal costs of utility plant in servicedecember 31,
2014 and 2013 were $636.8 million and $605.2 nmilli@spectively and total contractually or legaéguired
removal costs of utility plant in service at DecemnB1, 2014 and 2013 were $59.1 million and $4 lilHom,
respectively. Please see Note¢ ARO” for further information.

IPL anticipates material additional costs to compith various pending and final federal legislateomd regulations
and it is IPL’s intent to seek recovery of any aiddial costs. The majority of the expendituresdonstruction
projects designed to redus&, and mercury emissions are recoverable from juwigxdial retail customers as part
of IPL's CCT projects; however, since jurisdictibnetail rates are subject to regulatory approtredre can be no
assurance that all costs will be recovered in rates
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5. FAIR VALUE MEASUREMENTS
Fair Value Hierarchy

ASC 820 defined and established a framework forsmeag fair value and expands disclosures abouvédue
measurements for financial assets and liabilities &re adjusted to fair value on a recurring baistBor financial
assets and liabilities that are measured at féilrevan a nonrecurring basis, which have been aatjust fair value
during the period. In accordance with ASC 820, weehcategorized our financial assets and liakslitiet are
adjusted to fair value, based on the priority & ithputs to the valuation technique, following theee-level fair
value hierarchy prescribed by ASC 820 as follows:

Level 1 - unadjusted quoted prices for identicakss or liabilities in an active market;

Level 2 - inputs from quoted prices in markets veheading occurs infrequently or quoted pricesstruments
with similar attributes in active markets; and

Level 3 - unobservable inputs reflecting managefawn assumptions about the inputs used in pritliegasset or
liability.

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgpther speculative purposes. The estimated &irevof financial
instruments has been determined by using avaitabl&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ofvlue.
Accordingly, the estimates presented herein armeo¢ssarily indicative of the amounts that we doedlize in a
current market exchange. The use of different miaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts

Cash Equivalents

As of December 31, 2014 and 2013, our cash equitatmnsisted of money market funds. The fair valueash
equivalents approximates their book value due é&r ghort maturity (Level 1), which was $0.2 mitliand $0.2
million as of December 31, 2014 and 2013, respelgtiv

Pension Assets

As of December 31, 2014 and 2013, IPL’s pensioatasae recognized at fair value in the deternmomatif our net
accrued pension obligation in accordance with thidajines established in ASC 715 and ASC 820, wisich
described below. For a complete discussion ofrtigatt of recognizing pension assets at fair vallesse refer to
Note 11, Pension and Other Postretirement Benéfits

Indebtedness
The fair value of our outstanding fixed rate deds been determined on the basis of the quoted tranikes of the
specific securities issued and outstanding. Ina@eircumstances, the market for such securit&s inactive and

therefore the valuation was adjusted to considangbs in market spreads for similar securities oAdiagly, the
purpose of this disclosure is not to approximatev@lue on the basis of how the debt might be aefied.
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The following table shows the face value and tleviaue of fixed rate and variable rate indebtesdin@.evel 2) for
the periods ending:

December 31, 2014 December 31, 2013
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 1,1553 $ 1,386.2 $ 10253 $ 1,077.1
Variable-rate 50.0 50.0 50.0 50.0
Total indebtedness $ 1,205.3 $ 1,436.2 $ 1,075.3 $ 1,127.1

The difference between the face value and the iceymalue of this indebtedness represents unamedrtiiscounts
of $2.9 million and $1.3 million at December 31,120and December 31, 2013, respectively.

Other Financial Assets and Liabilities

IPL did not have any financial assets or liabitmeasured at fair value on a nonrecurring basigshahave been
adjusted to fair value during the periods covengthis report. As of December 31, 2014 and 2013eatluding
pension assets — see Note Hefision and Other Postretirement Bengfitd IPL’s financial assets or liabilities
measured at fair value on a recurring basis wensidered Level 3, based on the fair value hierar¢hg following
table presents those financial assets and liadsliti

Fair Value Measurements
Using Level 3 at
December 31, 2014 December 31, 2013
(In Thousands)

Financial assets:
Financial transmission rights $ 6,235 $ 4,288
Total financial assets measured at fair value $ 6,235 $ 4,288

Financial liabilities:
Other derivative liabilities
Total financial liabilities measured at fair value

140 $ 155
140 $ 155

&S
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The following table sets forth a reconciliationfisfancial instruments, measured at fair value oecarrring basis,
classified as Level 3 in the fair value hierarchgté, amounts in this table indicate carrying vajwehich
approximate fair values):

Derivative Financial
Instruments, net

Liability
(In Thousands)
Balance at January 1, 2012 $ 2,598
Unrealized gain recognized in earnings 11
Issuances 8,832
Settlements (9,192)
Balance at December 31, 2012 $ 2,249
Unrealized gain recognized in earnings 15
Issuances 13,621
Settlements (11,752)
Balance at December 31, 2013 $ 4,133
Unrealized gain recognized in earnings 16
Issuances 15,710
Settlements (13,764)
Balance at December 31, 2014 $ 6,095

Valuation Techniques
FTRs

In connection with IPL’s participation in MISO, the second quarter of each year IPL is grantedhdiiah
instruments that can be converted into cash or FERed on IPL’s forecasted peak load for the peRddRs are
used in the MISO market to hedge IPL’s exposumottgestion charges, which result from constraintthe
transmission system. IPL converts all of theserfoia instruments into FTRs. IPL’s FTRs are valaéthe cleared
auction prices for FTRs in the MISO’s annual auttiBecause of the infrequent nature of this vatumatihe fair
value assigned to the FTRs is considered a Leirgd 8 under the fair value hierarchy required byCAS20. An
offsetting regulatory liability has been recordadlzese revenues or costs will be flowed througtusiomers
through the FAC. As such, there is no impact on@omsolidated Statements of Income.

Other Non-Recurring Fair Value Measurements

ASC 410“Asset Retirement and Environmental Obligatiorsafdresses financial accounting and reportingefgall
obligations associated with the retirement of I6imgel assets that result from the acquisition, tmcsion,
development and/or normal operation. A legal obiggafor purposes of ASC 410 is an obligation thgtarty is
required to settle as a result of an existing ktatute, ordinance, written or oral contract ordbetrine of
promissory estoppel. IPL's ARO liabilities relaterparily to environmental issues involving asbestostaining
materials, ash ponds, landfills and miscellaneamaminants associated with its generating plargasmission
system and distribution system. We use the cosbapp to determine the fair value of IPL’s ARO lldkes, which
is estimated by discounting expected cash outfkmwkeir present value at the initial recordingla# liabilities.
Cash outflows are based on the approximate futispodal costs as determined by market informaticstorical
information or other management estimates. Theagsrto the fair value of the ARO liabilities woulé
considered Level 3 inputs under the fair valuedrighny. Additions to the ARO liabilities were $15wllion and
$22.7 million during 2014 and 2013, respectivelg.d% December 31, 2014 and December 31, 2013, ARO
liabilities were $59.1 million and $41.4 milliorespectively.
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6. REGULATORY ASSETS AND LIABILITIES

Regulatory assets represent deferred costs oit€tbdi have been included as allowable costsaalitsrfor
ratemaking purposes. IPL has recorded regulat@sta®r liabilities relating to certain costs aedits as authorized
by the IURC or established regulatory practiceadoordance with ASC 980. IPL is amortizing non tetated
regulatory assets to expense over periods rangimg f to 35 years. Tax-related regulatory assetesent the net
income tax costs to be considered in future regofgtroceedings generally as the tax-related ansoang paid.

The amounts of regulatory assets and regulatdoilitias at December 31 are as follows:

2014 2013 Recovery Period
(In Thousands)

Regulatory Assets
Current:

Environmental project cos $ — 3 2,40¢ Through 201
Green Power 93 — Through 2015V
Total current regulatory assets $ 93 % 2,409
Long-term:
Unrecognized pension and other
postretirement benefit plan costs $229,590 $ 183,757 Various
Income taxes recoverable through rates 35,3 41,970 Various
Deferred MISO costs 110,500 97,540 To be determinéd
Unamortized Petersburg Unit 4 carrying
charges and certain other costs 2,3 14,244 Through 2026V
Unamortized reacquisition premium on debt 4,585 25,893 Over remaining life of debt
Environmental project costs 7,671 5,505 Through 202%
Other miscellaneous 3,210 538 To be determinéd
Total long-term regulatory assets $ 419,193 $ 369,447
Total regulatory assets $ 419286 $ 371,856
Regulatory Liabilities
Current:
Deferred fuel $ 17,837 $ 2,600 Through 201%"
FTR's 6,235 4,288 Through 2015V
Fuel related — 2,500 Through 201%"
DSM program costs 2,001 3,048 Through 2015Y
Environmental projects 1,870 — Through 2015V
Total current regulatory liabilities $ 27,943 $ 12,436
Long-term:
ARO and accrued asset removal costs 607,628 580,865 Not Applicable
Unamortized investment tax credit 3,289 4,317 Through 2021
Fuel related — 571 To be determinéd
Total long-term regulatory liabilities $ 610,917 $ 585,753
Total regulatory liabilities $ 638,860 $ 598,189

@
@)
3
4

Recovered (credited) per specific rate orders

Recovery is probable but timing not yet determined

Recovered with a current return

Per IURC Order, offset MISO transmission expansiasts beginning October 2011
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Deferred Fuel

Deferred fuel costs are a component of currentladgiy assets and are expected to be recoveredgifoture
FAC proceedings. IPL records deferred fuel in adance with standards prescribed by the FERC. Tfezrdd fuel
adjustment is the result of variances between estidifuel and purchased power costs in IPL's FA€Caatual fuel
and purchased power costs. IPL is generally pegthitt recover underestimated fuel and purchasee@poests in
future rates through the FAC proceedings and tbesehe costs are deferred when incurred and aradrtnto fuel
expense in the same period that IPL’s rates arestat] to reflect these costs.

Deferred fuel was a regulatory liability of $17.8lmn and $2.6 million as of December 31, 2014 &etember
31, 2013. The deferred fuel liability increased #1illion in 2014 as a result of IPL charging méwe fuel than
our actual costs to our jurisdictional customers.

Unrecognized Pension and Postretirement Benefit PliaCosts

In accordance with ASC 7I'®ompensation — Retirement Benefiaiid ASC 980, we recognize a regulatory asset
equal to the unrecognized actuarial gains and $ossd prior service costs. Pension expenses asedestbased on
the benefit plan’s actuarially determined pensiahility and associated level of annual expensdsetoecognized.
The other postretirement benefit plan’s deferremefiecost is the excess of the other postretirdrhenefit liability
over the amount previously recognized.

Income Taxes Recoverable Through Rates

This amount represents the portion of deferredriretaxes that we believe will be recovered througdre rates,
based upon established regulatory practices, wigchit the recovery of current taxes. Accordinghys regulatory
asset is offset by a deferred tax liability aneébpected to be recovered, without interest, oveperiod underlying
book-tax timing differences reverse and becomeetiitiaxes.

Deferred MISO Costs

These consist of administrative costs for transimisservices, transmission expansion cost shaaing,certain
other operational and administrative costs fromMh80O market. IPL received orders from the IURCttpanted
authority for IPL to defer such costs and seekvenpin a future basic rate case. Recovery of thests is
believed to be probable, but not certain. See BgtRegulatory Matters.”

ARO and Accrued Asset Removal Costs

In accordance with ASC 715 and ASC 980, IPL recogmthe cost of removal component of its depreuiati

reserve that does not have an associated legametnt obligation as a deferred liability. This ambis net of the
portion of legal ARO costs that is currently beregovered in rates.
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7. ARO

ASC 410"Asset Retirement and Environmental Obligatiorsfdresses financial accounting and reportingefigall
obligations associated with the retirement of Itimgd assets that result from the acquisition, trorasion,
development and/or normal operation. A legal oliggafor purposes of ASC 410 is an obligation thgtarty is
required to settle as a result of an existing statute, ordinance, written or oral contract ordbetrine of
promissory estoppel.

IPL's ARO relates primarily to environmental issuegolving asbestos, ash ponds, landfills and nlisoeous
contaminants associated with its generating plaragssmission system and distribution system. Bliewiing is a
reconciliation of the ARO legal liability year ebalances:

2014 2013
(In Millions)

Balance as of January 1 $ 414 % 17.6
Liabilities incurred - ash pond adjustments 15.4 22.7
Accretion expense 2.3 1.1

Balance as of December 31 $ 5.1 $ 41.4

Additional liabilities of $15.4 million and $22.7iltion were incurred in 2014 and 2013 , respectiyér
adjustments recorded to the estimated ARO liabitityPL’s ash ponds. As of December 31, 2014 &032 IPL
did not have any assets that are legally restriictedettling its ARO liability.

8. SHAREHOLDER'S EQUITY
Capital Stock

All of the outstanding common stock of IPL is owrlsdIPALCO. IPL’s common stock is pledged under 2046
IPALCO Notes and 2018 IPALCO Notes. There have beeohanges in the capital stock of IPL duringttiree
years ended December 31, 2014.

Paid In Capital

On June 27, 2014, and July 31, 2013, IPALCO reckéauity capital contributions of $106.4 millionda$i49.1
million, respectively, from AES for funding needdated to IPL’s environmental and replacement ggtimr
projects. IPALCO then made the same equity capdatributions to IPL.

Dividend Restrictions

IPL’s mortgage and deed of trust and its amendedes of incorporation contain restrictions on 1®hbility to
issue certain securities or pay cash dividend$o&®pas any of the several series of bonds of #8uéd under its
mortgage remains outstanding, and subject to cegtadeptions, IPL is restricted in the declaratod payment of
dividends, or other distribution on shares of #pital stock of any class, or in the purchase demgption of such
shares, to the aggregate of its net income, aratbfn the mortgage, after December 31, 1939. firwuat which
these mortgage provisions would have permittedttPdeclare and pay as dividends at December 34,201
exceeded IPL’s retained earnings at that dateddiitian, pursuant to IPL’s articles, no dividendaybe paid or
accrued and no other distribution may be made batsIEommon stock unless dividends on all outstagdihares of
IPL preferred stock have been paid or declaredsahdpart for payment.

IPL is also restricted in its ability to pay diviugs if it is in default under the terms of its dtedyreement, which
could happen if IPL fails to comply with certainvemants. These covenants, among other things,reetiRli to
maintain a ratio of total debt to total capitalizatnot in excess of 0.65 to 1, in order to paydénds. As of
December 31, 2014 and as of the filing of this redeL was in compliance with all covenants andenent of
default existed.
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Cumulative Preferred Stock

IPL has five separate series of cumulative prefesteck. Holders of preferred stock are entitleceteive
dividends at rates per annum ranging from 4.0%@6%. During each year ended December 31, 2014 26d
2012, total preferred stock dividends declared &€ million. Holders of preferred stock are detitto two votes
per share for IPL matters, and if four full qualtetividends are in default on all shares of thef@ired stock then
outstanding, they are entitled to elect the smiattamber of IPL directors to constitute a majoafylPL’s board of
directors. Based on the preferred stockholderditalhd elect a majority of IPL’s board of directoin this
circumstance, the redemption of the preferred shiareonsidered to be not solely within the contfthe issuer
and the preferred stock was considered temporanyeand presented in the mezzanine level of thted
consolidated balance sheets in accordance witretbeant accounting guidance for non-controllingiasts and
redeemable securities. IPL has issued and outsitgua®di0,000 shares of 5.65% preferred stock, whiemaw
redeemable at par value, subject to certain résinig, in whole or in part. Additionally, IPL hag 853 shares of
preferred stock which are redeemable solely abftion of IPL and can be redeemed in whole or it gbany time
at specific call prices.

At December 31, 2014, 2013 and 2012, preferredkstonsisted of the following:

December 31, 2014 December 31,
Shares 2014 2013 2012
Outstanding Call Price Par Value, plus premium, if applicable

(In Thousands)
Cumulative $100 par value,
authorized 2,000,000 shares

4% Series 47,611% 118.00 $ 5,410 $ 5410 $ 5,410
4.2% Series 19,331 103.00 1,933 1,933 1,933
4.6% Series 2,481 103.00 248 248 248
4.8% Series 21,930 101.00 2,193 2,193 2,193
5.65% Series 500,000 100.00 50,000 50,000 50,000

Total cumulative preferred stock 591,353 $ 59,784 $ 59,784 $ 59,784
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9. INDEBTEDNESS
Restrictions on Issuance of Debt

All of IPL’s long-term borrowings must first be amved by the IURC and the aggregate amount of IBh&st-
term indebtedness must be approved by the FERCh#Blapproval from FERC to borrow up to $500 nmillad
short-term indebtedness outstanding at any timmugir July 28, 2016. As of December 31, 2014, IRb &las
authority from the IURC to, among other thingsuiessip to $425 million in aggregate principal amoafibng-
term debt (inclusive of $130 million of IPL firstartgage bonds issued in June 2014) and refinante $p71.9
million in existing indebtedness through Decemhkr2016, and to have up to $500 million of long+aredit
agreements and liquidity facilities outstandinguay one time. IPL also has restrictions on the amhofinew debt
that may be issued due to contractual obligatids&s and by financial covenant restrictions under existing
debt obligations. Under such restrictions, IPLeserally allowed to fully draw the amounts avaiébh its credit
facility, refinance existing debt and issue newtdgiproved by the IURC and issue certain otherlitetiness.

Credit Ratings

Our ability to borrow money or to refinance exigtimdebtedness and the interest rates at whichawdaorrow
money or refinance existing indebtedness are &ffielsy our credit ratings. In addition, the applieabterest rates
on IPL’s credit facility (as well as the amountagftain other fees on the credit facility) are defsnt upon the
credit ratings of IPL. Downgrades in the creditngs of AES and/or IPALCO could result in IPL’s dieratings
being downgraded.

Long-Term Debt

The following table presents our long-term indebhtss:

December 31,
Series Due 2014 2013
(In Thousands)

IPL first mortgage bonds (see below):

4.90%Y January 2016 30,000 30,000
4.90%Y January 2016 41,850 41,850
4.90%Y January 2016 60,000 60,000
5.409%4% August 2017 24,650 24,650
3.875%4Y August 2021 55,000 55,000
3.875%4Y August 2021 40,000 40,000
45594 December 2024 40,000 40,000
6.60% January 2034 100,000 100,000
6.05% October 2036 158,800 158,800
6.60% June 2037 165,000 165,000
4.875% November 2041 140,000 140,000
4.65% June 2043 170,000 170,000
4.50% June 2044 130,000 —
Unamortized discount — net (2,940) (1,339)
Total IPL first mortgage bonds 1,152,360 1,023,961
Less: Current Portion of Long-term Debt — —
Net Consolidated IPL Long-term Debt 1,152,360 1,023,961

@ First mortgage bonds are issued to the IndiananEmAuthority, to secure the loan of proceeds fthentax-exempt bonds issued by the

Indiana Finance Authority.
@ First mortgage bonds are issued to the city ofrBleteg, Indiana, to secure the loan of proceedn frarious tax-exempt instruments

issued by the city.
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IPL First Mortgage Bonds

The mortgage and deed of trust of IPL, togethehn Wit supplemental indentures thereto, securdrgtarfortgage
bonds issued by IPL. Pursuant to the terms of thegage, substantially all property owned by IPkubject to a
first mortgage lien securing indebtedness of $13 hfllion as of December 31, 2014. The IPL firgirtgage
bonds require net earnings as calculated theredralat least two and one-half times the annuatéste
requirements before additional bonds can be altaetl on the basis of property additions. IPL wasompliance
with such requirements as of December 31, 2014.

In June 2013, IPL issued $170 million aggregateqgipial amount of first mortgage bonds, 4.65% Sedas June
2043. Net proceeds from this offering were appratety $167.9 million, after deducting the initialrphasers’
discounts, fees and expenses for the offering payablPL. The net proceeds from the offering wesed in June
of 2013 to finance the redemption of $110 milliggeegate principal amount of IPL first mortgage @&r6.30%
Series, due July 2013, and to pay related feegrmgs and applicable redemption prices. We usedradlining
proceeds to finance a portion of our environmetdaistruction program and for other general corgopatrposes.

In June 2014, IPL issued $130 million aggregateqgypial amount of first mortgage bonds, 4.50% Sedas June
2044. Net proceeds from this offering were apprataty $126.8 million, after deducting the initialnohasers’
discounts, fees and expenses for the offering payablPL. The net proceeds from the offering wesed: (i) to
finance a portion of IPL’s construction prograni} {6 finance a portion of IPL’s capital costs teldto
environmental and replacement generation projecis;(iii) for other general corporate purposes.

Accounts Receivable Securitization

IPL formed IPL Funding in 1996 as a special-purpastity to purchase receivables originated by IBtspant to a
receivables purchase agreement between IPL an&uRding. IPL Funding also entered into a sale itgcls
defined in the Receivables Sale Agreement, whicturad as extended on October 24, 2012. At that tihee
Purchasers, replaced The Royal Bank of ScotlandnqdcWindmill Funding Corporation as Agent and stoe,
respectively. On October 20, 2014, Citibank, @&sdble Liquidity Provider, and CRC Funding entdred a
Transfer Supplement pursuant to which Citibankgresil to CRC Funding, and CRC Funding assumedf all o
Citibank’s Commitment and Purchase Interest, awdraingly, CRC Funding is now both the Investor and
Liquidity Provider, referred to as the “Purchasétiis agreement has been renewed annually andchsaurrently
is set to mature on October 19, 2015.

Pursuant to the terms of the Receivables Sale Awgat the “Purchasers agree to purchase from IRdiRg, on a
revolving basis, interests in the pool of receiealpurchased from IPL up to the lesser of (1) aoumtndetermined
pursuant to the sale facility that takes into act@ertain eligibility requirements and reservdatieg to the
receivables, or (2) $50 million. That amount wa® #fillion as of December 31, 2014 and Decembe813. As
collections reduce accounts receivable includdtienpool, IPL Funding sells ownership interestadditional
receivables acquired from IPL to return the ownigrgfiterests sold to the maximum amount permittgdhle sale
facility. IPL Funding is included in the ConsoliddtFinancial Statements of IPL.

ASC 860 requires specific disclosures for transééfinancial assets to the extent they are comsitlenaterial to
the financial statements. Taking into considerati@obligation to the Purchasers is treated asaelPALCO’s
consolidated balance sheet, the following discusatdresses those disclosures that managementdsediee
material to the financial statements.

IPL retains servicing responsibilities in its rale collection agent on the amounts due on thersoklvables. Per
the terms of the purchase agreement IPL Funding #ly $0.6 million annually in servicing fees. Alm
accordance with the purchase agreement, the réxdessare purchased from IPL at a discounted raBe586 as of
December 31, 2014, facilitating IPL Funding’s alyilio pay its expenses such as the servicing feeritied above.
No servicing asset or liability is recorded since $ervicing fee paid to IPL approximates a markist. However,
the Purchasers assume the risk of collection opthehased receivables without recourse to IPhénevent of a
loss.
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The total fees paid to the Purchasers recognizetiosales of receivables were $0.4 million, $0ifion and $0.6
million for the years ended December 31, 2014, 20482012, respectively. These amounts were indlid®ther
intereston the Consolidated Statements of Income.

IPL and IPL Funding have indemnified the Purchaseran after-tax basis for any and all damagesek<laims,
etc., arising out of the facility, subject to cémthmitations defined in the Receivables Sale Agnent, in the event
that there is a breach of representations and nésmade with respect to the purchased receivalld/or certain
other circumstances as described in the Receiv&8allesAgreement.

Under the sale facility, if IPL fails to maintaincartain debt-to-capital ratio, it would constitatétermination
event.” As of December 31, 2014, IPL was in comm@&with such covenant.

In the event that IPL’s long-term senior unsecunesdlit rating falls below BBB- at S&P and Baa3 atddy’s
Investors Service, the facility agent has the Bhib (i) replace IPL as the collection agent; &ifjddeclare a “lock-
box” event. Under a lock-box event or a terminategnt, the facility agent has the ability to requall proceeds of
purchased receivables of IPL to be directed to-lomk accounts within 45 days of notifying IPL. Ar@nation
event would also (i) give the facility agent theiop to take control of the lock-box account, aiiddive the
Purchasers the option to discontinue the purchbadditional interests in receivables and causepralteeds of the
purchased interests to be used to reduce the Ramthinvestment and to pay other amounts oweledtirchasers
and the facility agent. This would have the effgfateducing the operating capital available to B3Lthe aggregate
amount of such purchased interests in receivaBk® iillion as of December 31, 2014).

Line of Credit

In May 2014, IPL entered into an amendment andtestent of its 5-year $250 million revolving crefitility (the
“Credit Agreement”) with a syndication of banks.i§ redit Agreement is an unsecured committeddineredit to
be used: (i) to finance capital expenditures;t@ijefinance indebtedness under the existing cegpléement; (iii) to
support working capital; and (iv) for general camgie purposes. This agreement matures on May ®, 20 bears
interest at variable rates as described in theiCAggeement. It includes an uncommitted $150 wiilaccordion
feature to provide IPL with an option to requesirammease in the size of the facility at any timeidg the term of
the agreement, subject to approval by the lendReiar to execution, IPL had existing general bagkielationships
with the parties in this agreement. As of Decen#ier2014 and 2013, IPL had no outstanding borrosvingthe
committed line of credit.

Debt Maturities

Maturities on long-term indebtedness subsequebettember 31, 2014, are as follows:

Year Amount
(In Thousands)

2015 $ —
2016 131,850
2017 24,650
2018 —
2019 —
Thereafter 998,800
Total $ 1,155,300
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10. INCOME TAXES

IPL follows a policy of comprehensive interperioddme tax allocation. Investment tax credits relateutility
property have been deferred and are being amorizvedthe estimated useful lives of the relategprty.

AES files federal and state income tax returns tvisicnsolidate IPALCO and IPL. Under a tax shariggeament
with IPALCO, IPL is responsible for the income taxassociated with its own taxable income and rectivel
provision for income taxes as if IPL filed sepanatome tax returns. IPL is no longer subject t8.lar state
income tax examinations for tax years through M&¢h2001, but is open for all subsequent periods.

On March 25, 2014, the State of Indiana enacteat8eBill 001, which phases in an additional 1.6%urion to
the state corporate income tax rate that was ligitieeing reduced by 2% in accordance with Indi@uale 6-3-2-1.
While the statutory state income tax rate remaatet 25% for the calendar year 2014, the defeardbalances
were adjusted according to the anticipated revexs@mporary differences. The change in requiteférred taxes
on plant and plant-related temporary differencesited in a reduction to the associated reguladsset of $5.6
million. The change in required deferred taxesion-property related temporary differences whichraot
probable to cause a reduction in future base custoates resulted in a tax benefit of $1.2 million.

In the fourth quarter of each tax year until ther@e becomes final with the 2022 tax year, tiversal of the
temporary differences is to be re-evaluated andpipgopriate adjustment to the deferred tax bakrc® be
recorded. The change in required deferred taxgdamt and plant-related temporary differences fiit£tax year
re-evaluation resulted in a reduction of the asgediregulatory asset of $6.1 million, which iswyarily due to the
election of the final IRS regulations on tangibtegerty discussed below. The change in requiréeral taxes on
non-property related temporary differences whighraot probable to cause a reduction in future bastomer rates
resulted in a tax benefit of $0.1 million in 20T4e statutory state corporate income tax ratehl6.75% for
2015.

On September 13, 2013, the Internal Revenue Semwieased final regulations addressing the aciprisit
production and improvement of tangible property prmposed regulations addressing the dispositiggragferty.
These regulations replace previously issued tempoegulations and are effective for tax years beigig on or
after January 1, 2014. IPL management has optedlyamplement the new regulations effective witkh 2014
income tax return. IPL has recorded the tax efbéet $245.9 million favorable Internal Revenue C&eéetion
481(a) adjustment to its balance sheet as a refsthie regulations. This amount represents the tatima effective
of accelerated deductions related to repairs afibé@ property through December 31, 2013. The ddjest does
not impact the income statement.

The following is a reconciliation of the beginniagd ending amounts of unrecognized tax benefitthiyears
ended December 31, 2014, 2013 and 2012:

2014 2013 2012
(In Thousands)

Unrecognized tax benefits at January 1 $ 6,734 $ 6,138 $ 5,354
Gross increases — current period tax positions 75 9 986 997
Gross decreases — prior period tax positions 7)(66 (390) (213)

Unrecognized tax benefits at December 31 $ 7,042 $ 6,734 $ 6,138

The unrecognized tax benefits at December 31, P€drksent tax positions for which the ultimate dxithility is
highly certain but for which there is uncertainboat the timing of such deductibility. Becauselsf tmpact of
deferred tax accounting, other than interest amalgies, the timing of the deductions will not affé¢he annual
effective tax rate but would accelerate the taxnpayts to an earlier period.

Tax-related interest expense and income is repadqthrt of the provision for federal and stat®ine taxes.

Penalties, if incurred, would also be recognized asmponent of tax expense. There are no intergstnalties
applicable to the periods contained in this report.
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Federal and state income taxes charged to incoenasaiollows:

2014 2013 2012
(In Thousands)

Charged to utility operating expenses:
Current income taxes:

Federal $ 944 $ 53,937 $ 55,201
State 110 15,191 16,641
Total current income taxes 1,054 69,128 71,842
Deferred income taxes:
Federal 58,114 (8,048) (3,285)
State 12,498 (1,031) 204
Total deferred income taxes 70,612 (9,079) (3,081)
Net amortization of investment cre (1,431) (1,501) (1,599)
Total charge to utility operating expenses 70,235 58,548 67,162

Charged to other income and deductions:
Current income taxes:

Federal 329 (752) 395
State 69 (62) 245
Total current income taxes 398 (814) 640
Deferred income taxes:
Federal (1,202) (13) 10
State (148) (1) 4
Total deferred income taxes (1,350) (14) 14
Net provision to other income and deductions (952) (828) 654
Total federal and state income tax provisions $ 69,283 $ 57,720 $ 67,816

The provision for income taxes (including net irtmesnt tax credit adjustments) is different thanaheunt

computed by applying the statutory tax rate togeémcome. The reasons for the difference, stateal@ercentage
of pretax income, are as follows:

2014 2013 2012
Federal statutory tax rate 35.0% 35.0% 35.0%
State income tax, net of federal tax benefit 4.6% 6.0% 6.5%
Amortization of investment tax credits (0.8%) (1.0%) (0.9%)
Depreciation flow through and amortization (0.2%) (0.2%) (0.1%)
Additional funds used during construction - equity (0.2%) 0.4% 1.1%
Manufacturers’ Production Deduction (Sec. 199) 0.0% (3.2%) (3.0%)
Other — net 0.4% 0.4% 0.9%
Effective tax rate 38.8% 37.4% 39.5%

Internal Revenue Code Section 199 permits taxpagestaim a deduction from taxable income attrilblgao
certain domestic production activities. IPL’s etecproduction activities qualify for this deduatioBeginning in
2010 and thereafter, the deduction is equal to Béeotaxable income attributable to qualifying guotion activity.
The tax benefit associated with the Internal ReeeBade Section 199 domestic production deductio20a3 and

2012 was $4.4 million and $5.1 million, respectvélhere is no benefit for 2014, primarily due he election of
the final tangible property regulations.
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The significant items comprising IPL’s net accuntethdeferred tax liability recognized on the autlite
Consolidated Balance Sheets as of December 31,&@12013, are as follows:

2014 2013
(In Thousands)

Deferred tax liabilities:

Relating to utility property, net $ 539,318 $ 462,049
Regulatory assets recoverable through future rates 161,697 141,679
Other 13,885 15,005
Total deferred tax liabilities 714,900 618,733
Deferred tax assets:
Investment tax credit 2,019 2,619
Regulatory liabilities including ARO 247,118 239,713
Employee benefit plans 45,090 45,712
Net operating loss 31,172 —
Other 10,008 10,545
Total deferred tax assets 335,407 298,589
Net deferred tax liability 379,493 320,144
Less: deferred tax asset - current (41,551) (11,950)
Deferred income taxes — net $ 421,044 $ 332,094

11. PENSION AND OTHER POSTRETIREMENT BENEFITS

Approximately 86% of IPL’s active employees are@®@d by the Defined Benefit Pension Plan as wathad hrift
Plan. The Defined Benefit Pension Plan is a qealifiefined benefit plan, while the Thrift Plan igualified
defined contribution plan. The remaining 14% ofwecemployees are covered by the RSP. The RSusldied
defined contribution plan containing a profit siigrcomponent. All non-union new hires are covenadien the
RSP, while IBEW physical unit union new hires apgared under the Defined Benefit Pension Plan dndtT
Plan. The IBEW clerical-technical unit new hires ab longer covered under the Defined Benefit RPenBian but
do receive an annual lump sum company contributitmthe Thrift Plan. This lump sum is in addititmthe IPL
match of participant contributions up to 6% of basepensation. The Defined Benefit Pension Plan is
noncontributory and is funded through a trust. Biémare based on each individual employee’s pensand and
years of service as opposed to their compensa&iemsion bands are based primarily on job duties and
responsibilities.

Additionally, a small group of former officers atftkir surviving spouses are covered under a fund@dqualified
Supplemental Retirement Plan. The total numbemdigipants in the plan as of December 31, 20142%a9d he
plan is closed to new participants.

IPL also provides postretirement health care benadicertain active or retired employees and fimaises of certain
active or retired employees. Approximately 175w@c8mployees and 38 retirees (including spouses) reeeiving
such benefits or entitled to future benefits adasfuary 1, 2014. The plan is unfunded. These gwstrent health
care benefits and the related obligation were ratenal to the consolidated financial statementhénperiods
covered by this report.
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The following table presents information relatingtie Pension Plans:

Pension benefits
as of December 31,

2014 2013
(In Thousands)

Change in benefit obligation:

Projected benefit obligation at beginning Measunenizate (see below) $ 650,713 $ 763,600
Service cost 7,231 9,195
Interest cost 31,154 28,363
Actuarial loss (gain) 90,693 (99,455)
Amendments (primarily increases in pension bands) 1,233 Q)
Benefits paid (32,603) (50,989)

Projected benefit obligation at ending Measurenbaie 748,421 650,713

Change in plan assets:

Fair value of plan assets at beginning Measurebate 561,586 495,082
Actual return on plan assets 74,147 67,791
Employer contributions 54,109 49,702
Benefits paid (32,603) (50,989)

Fair value of plan assets at ending Measuremerg Dat 657,239 561,586

Unfunded status $ (91,182) $ (89,127)

Amounts recognized in the statement of financial pgtion under ASC 715
Current liabilities $ — $ —
Noncurrent liabilities (91,182) (89,127)

Net amount recognized $ (91,182) $ (89,127)

Sources of change in regulatory assé:

Prior service cost arising during period $ 1,233 $ —

Net loss (gain) arising during period 58,439 (128,960)
Amortization of prior service cost (4,853) (4,916)
Amortization of loss (9,710) (22,735)

Total recognized in regulatory assefd $ 45109 $  (156,611)

Total amounts included in accumulated other corgmsive income (loss) NA(1) NA(1)

Amounts included in regulatory assets and liabilites®:

Net loss $ 211,592 $ 162,863
Prior service cost 25,299 28,920
Total amounts included in regulatory assets $ 236,891 $ 191,783

) Represents amounts included in regulatory askaiilities) yet to be recognized as componentseifprepaid

(accrued) benefit costs.
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Effect of ASC 715

ASC 715 requires a portion of pension and othetrptisement liabilities to be classified as currkalbilities to the
extent the following year's expected benefit paytaeme in excess of the fair value of plan asget®ach Pension
Plan has assets with fair values in excess ofdl@wing year's expected benefit payments, no an®have been
classified as current. Therefore, the entire nedwarhrecognized in IPL's Consolidated Balance Sheg$91.2
million is classified as a long-term liability.

Information for Pension Plans with a projected benét obligation in excess of plan assets

Pension benefits
as of December 31,

2014 2013
(In Thousands)
Benefit obligation $ 748,421 $ 650,713
Plan assets 657,239 561,586
Benefit obligation in excess of plan assets $ 91,182 $ 89,127

IPL’s total benefit obligation in excess of plasets was $91.2 million as of December 31, 2014.($80llion
Defined Benefit Pension Plan and $1.1 million Sepmntal Retirement Plan).

Information for Pension Plans with an accumulated knefit obligation in excess of plan assets

Pension benefits
as of December 31,

2014 2013
(In Thousands)
Accumulated benefit obligation $ 734,328 $ 638,048
Plan assets 657,239 561,586
Accumulated benefit obligation in excess of plagets $ 77,089 $ 76,462

IPL’s total accumulated benefit obligation in exce$ plan assets was $77.1 million as of Decemief314
($76.0 million Defined Benefit Pension Plan andi$hillion Supplemental Retirement Plan).

Pension Benefits and Expense

The 2014 net actuarial loss of $58.4 million is goised of two parts: (1) a $90.7 million pensiabiiity actuarial
loss primarily due to a decrease in the discouetuaed to value pension liabilities (resultingiloss of $73.4
million) and the adoption of a new mortality taltesulting in a loss of $19.4 million); partiallyfset by (2) a
$32.3 million pension asset actuarial gain prinyadiie to higher than expected return on assetsumrexognized
net loss of $211.6 million in the Pension Plansdaumulated over time primarily due to the longrteleclining
trend in corporate bond rates, the lower than ebggleeturn on assets during the year 2008, anddbption of new
mortality tables which increased the expected beokligation due to the longer expected lives lainpparticipants,
since ASC 715 was adopted. During 2014, the actaietinet loss was increased due to a combinafitower
discount rates used to value pension liabilities thie adoption of a new mortality table to refldet longer
expected lives of plan participants, which wasiphytoffset by a greater than expected return enson assets.
The unrecognized net loss, to the extent thatdeedts 10% of the greater of the benefit obligatiothe assets, will
be amortized and included as a component of négierbenefit cost in future years. The amortizageriod is
approximately 9.75 years based on estimated deipbigrdata as of December 31, 2014. The projectadfite
obligation of $748.4 million, less the fair valukassets of $657.2 million results in an unfundiedus of ($91.2
million) at December 31, 2014.
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Pension benefits for
years ended December 31,
2014 2013 2012
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 7,231 $ 9,195 $ 7,986
Interest cost 31,154 28,363 30,232
Expected return on plan assets (41,893) (38,287) (32,554)
Amortization of prior service cost 4,853 4,916 4,246
Recognized actuarial loss 9,710 22,735 19,471
Total pension cost 11,055 26,922 29,381
Less: amounts capitalized 1,426 2,881 2,497
Amount charged to expense $ 9629 $ 24,041 $ 26,884
Rates relevant to each year’s expense calculatio
Discount rate — defined benefit pension plan 4.92% 3.80% 4.56%
Discount rate — supplemental retirement plan 4.64% 3.41% 4.37%
Expected return on defined benefit pension plartass 7.00% 7.25% 7.50%
Expected return on supplemental retirement plaetgass 7.00% 7.25% 7.50%

Pension expense for the following year is deterchime of the December 3ineasurement date based on the fair
value of the Pension Plans’ assets, the expectedtym rate of return on plan assets, a morttditje assumption
that reflects the life expectancy of plan partici{za and a discount rate used to determine thegag benefit
obligation. In establishing our expected long-teate of return assumption, we utilize a methodoldgyeloped by
the plan’s investment consultant who maintainspatamarket assumption model that takes into aweTsition risk,
return and correlation assumptions across assetadaFor 2014, pension expense was determinegl arsin
assumed long-term rate of return on plan asset06f6. As of the December 31, 2014 measurement iddte
decreased the discount rate from 4.92% to 4.06%hé&Defined Benefit Pension Plan and decreasedisiceunt
rate from 4.64% to 3.82% for the Supplemental Ratent Plan. The discount rate assumption affeetpdinsion
expense determined for 2015. In addition, IPL dased the expected long-term rate of return on gésets from
7.00% to 6.75% effective January 1, 2015. The egelong-term rate of return assumption affectspi@sion
expense determined for 2015. The effect on 2018 p@nsion expense of a 25 basis point increasel@eciease in
the assumed discount rate is ($1.7 million) and $illion, respectively. The effect on 2015 totehgion expense
of a 100 basis point increase and decrease inxlected long-term rate of return on plan assei$6s7 million)
and $6.7 million, respectively.

Expected amortization
The estimated net loss and prior service costiiPension Plans that will be amortized from tlyaileory asset
into net periodic benefit cost over the 2015 plearyare $13.9 million and $4.9 million, respectv@efined

Benefit Pension Plan of $13.8 million and $4.9 iwil| respectively; and the Supplemental Retirerfdaut of $0.1
million and $0.0 million, respectively).
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Pension Assets

Fair Value Measurements

Fair value is defined under ASC 820 as the prie¢ Would be received to sell an asset or paidataster a liability
in an orderly transaction between market partidipahthe measurement date (i.e., an exit pride).fair value
hierarchy prioritizes the inputs to valuation teicjues used to measure fair value. The hierarchgsgilre highest
priority to unadjusted quoted prices in active negslfor identical assets and liabilities (Levehh}l the lowest
priority to unobservable inputs (Level 3) as disadin Note 2.

Purchases and sales of securities are recordedradeadate basis. Interest income is recordeduared. Dividends
are recorded on the ex-dividend date. Net appieniatcludes the Plan’s gains and losses on investsnbought
and sold, as well as held, during the year.

A description of the valuation methodologies used dach major class of assets and liabilities nreasat fair
value follows:

e Other than common/collective trust funds, hedgelsuand non U.S. treasury debt securities, all tae'®
investments have quoted market prices and arearéted as Level 1 in the fair value hierarchy.

* The Plan’s hedge fund investment is valued at seetavalue of units held by the Plan. Unit value is
determined primarily by references to the fund’slenlying assets, which are principally investments

another hedge fund which invests in U.S. and imstiéonal equities. The Plan may redeem its ownership

interest in the hedge fund at net asset value, &dtHays’ notice, on quarterly terms.

* The Plan’s investments in common/collective trustds are valued at the net asset value of the ohite

common/collective trust funds held by the Plan atryend. The Plan may redeem its units of the

common/collective trust funds at net asset valily.déhe objective of the common/collective trushils
the Plan is invested in is to track the performasfcthe Russell 1000 Growth or Russell 1000 Vahdek.
These net asset values have been determined bagbd market value of the underlying equity se@sit
held by the common/collective trust funds.

» The Plan’s investments in corporate bonds, murlidipads, and U.S. Government agency fixed income

securities are valued from third-party pricing sms;, but they generally do not represent transagtices
for the identical security in an active market does it represent data obtained from an exchange.

e The Plan’s investments in hedge funds, commonfdlie trust funds, and non U.S. treasury debt

securities have been recorded at fair value andlacategorized as Level 2 investments in the aiue
hierarchy.

The primary objective of the Plan is to provideoarse of retirement income for its participants aedeficiaries,
while the primary financial objective is to improtree unfunded status of the Plan. A secondaryéizé objective
is, where possible, to minimize pension expensatiity. The objective is based on a long-termestment
horizon, so that interim fluctuations should benge with appropriate perspective. There can bassorance that
these objectives will be met.

In establishing our expected long-term rate ofrressumption, we utilize a methodology developgthk plan’s
investment consultant who maintains a capital meakeumption model that takes into consideratisk rieturn
and correlation assumptions across asset clagsesmbination of quantitative analysis of histofidata and
qualitative judgment is used to capture trendsicttiral changes and potential scenarios not refleict historical
data.

The result of the analyses is a series of inpusphoduce a picture of how the plan consultantles portfolios

are likely to behave through time. Capital madetumptions are intended to reflect the behaviassét classes
observed over several market cycles. Stress asmnsp@re also examined, since the characteristiasset classes
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are constantly changing. A dynamic model is emgpibtp manage the numerous assumptions requiresitoage
portfolio characteristics under different base encies, time horizons, and inflation expectations.

The Plan consultant develops forward-looking, loeign capital market assumptions for risk, retung a
correlations for a variety of global asset clasB#srest rates, and inflation. These assumptimvesreated using a
combination of historical analysis, current maretironment assessment and by applying the com$'sltawn
judgment. The consultant then determines an dgiuiin long-term rate of return. We then take icbmsideration
the investment manager/consultant expenses, assvally other expenses expected to be paid ooe ¢flan’s
trust. Finally, we have the plan’s actuary perf@tolerance test of the consultant’s equilibriumented long-term
rate of return. We use an equilibrium expected{mrm rate of return compatible with the actuatglerance
level.

The following table summarizes the Company’s tapgatsion plan allocation for 2014:

Asset Category: Target Allocations
Equity Securities 60%
Debt Securities 40%
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Fair Value Measurements at
December 31, 2014 (in thousands)

Quoted Prices in Significant
Active Markets for Observable
Identical Assets Inputs
Asset Category Total (Level 1) (Level 2) %
Short-term investments 2575 $ 2,575 $ — 0%
Mutual funds:

U.S. equities 325,370 325,370 — 50%

International equities 56,662 56,662 — 9%

Fixed income 205,409 205,409 — 31%
Fixed income securities:

U.S. Treasury securities 66,913 66,913 — 10%
Hedge funds 310 — 310 0%
Total 657,239 $ 656,929 $ 310 100%

Fair Value Measurements at
December 31, 2013 (in thousands)
Quoted Prices in Significant
Active Markets for Observable
Identical Assets Inputs
Asset Category Total (Level 1) (Level 2) %
Short-term investments 55,273 $ 55273 $ — 10%
Corporate stocks - common 45,875 45,875 — 8%
Mutual funds:

U.S. equities 182,251 182,251 — 33%

International equities 37,125 37,125 — 7%

Fixed income 1,568 1,568 — 0%
Fixed income securities:

U.S. Treasury securities 23,649 23,649 — 4%

U.S. Government agency securities 8,103 — 8,103 2%
Corporate bonds 159,393 — 159,393 28%
Hedge funds 7,750 — 7,750 1%
Other funds 40,599 40,599 — 7%
Total 561,586 $ 386,340 $ 175,246 100%
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Pension Funding

We contributed $54.1 million, $49.7 million, andg$3 million to the Pension Plans in 2014, 2013 202,
respectively. Funding for the qualified Defined B&nhPension Plan is based upon actuarially detesthi
contributions that take into account the amounudglle for income tax purposes and the minimuntriloution
required under ERISA, as amended by the Pensiaed®ian Act of 2006, as well as targeted fundingle
necessary to meet certain thresholds.

From an ERISA funding perspective, IPL’s fundinggtt liability shortfall is estimated to be appnmetely $19
million as of January 1, 2015. The shortfall mustflinded over seven years. In addition, IPL mussi abntribute
the normal service cost earned by active parti¢gpdaring the plan year. The funding of normal ésstxpected to
be about $7.8 million in 2015, which includes $&illion for plan expenses. Each year thereaitéhe plan’s
underfunding increases to more than the preseuéwalthe remaining annual installments, the exisessparately
amortized over a new seven-year period. IPL eteidund $25.0 million in January 2015, which sgis all
funding requirements for the calendar year 204’4 funding policy for the Pension Plans is to trifiute
annually no less than the minimum required by applie law, and no more than the maximum amountcédrabe
deducted for federal income tax purposes.

Benefit payments made from the Pension Plans foyélars ended December 31, 2014 and 2013 were BRHRdHh
and $51.0 million respectively. Projected benediyments are expected to be paid out of the Pefdans as
follows:

Year Pension Benefits
(In Thousands)

2015 $ 36,339
2016 37,803
2017 39,372
2018 40,674
2019 42,086
2020 through 2024 (in total) 227,282

Defined Contribution Plans

All of IPL's employees are covered by one of twdittkd contribution plans, the Thrift Plan or theRRS

The Thrift Plan

Approximately 86% of IPL’s active employees are@®d by the Thrift Plan, a qualified defined cdmition plan.
All union new hires are covered under the Thri&irRlwhile non-union new hires are covered by thB.RS

Participants elect to make contributions to thelff Rlan based on a percentage of their base cosagien. Each
participant’s contribution is matched up to certdiresholds. The IBEW clerical-technical union nigives receive
an annual lump sum company contribution into thaffRlan in addition to the IPL match. Employemtabutions
to the Thrift Plan were $3.0 million, $3.0 milli@amnd $2.9 million for 2014, 2013 and 2012, respetyiv

The RSP

Approximately 14% of IPL’s active employees are@®d by the RSP, a qualified defined contributitamp
containing a profit sharing component. Participaist to make contributions to the RSP based pereentage of
their taxable compensation. Each participant’s rdoution is matched in amounts up to, but not edoag 5% of
the participant’s taxable compensation. In addjttbe RSP has a profit sharing component wherebyttributes
a percentage of each employee’s annual salaryhetplan on a pre-tax basis. The profit sharinggmiage is
determined by the AES board of directors on an ahinasis. Employer payroll-matching and profit shgr
contributions (by IPL) relating to the RSP wereSbhillion, $1.8 million and $2.2 million for 2012013 and 2012,
respectively. The decline in 2014 is attributabléhie RSP participants who were moved to the Sei@ampany.
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12. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPL is involved in litigation arising in the normaburse of business. While the results of suogiton cannot be
predicted with certainty, management believesttiafinal outcome will not have a material advezect on
IPL’s results of operations, financial conditiordazash flows. Amounts accrued or expensed for legal
environmental contingencies collectively during gegiods covered by this report have not been riaaterIPL’s
audited Consolidated Financial Statements.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health aidtg laws and
regulations governing, among other things, the gatima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzatt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jter@vocation
and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full complianwith such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a NOV and Findindy/aflation from the EPA pursuant to the Federal @Gléar Act
Section 113(a). The NOV alleges violations of tleel€ral Clean Air Act at IPL’s three primarily cdakd electric
generating facilities dating back to 1986. Thegsl violations primarily pertain to the PSD and aittsinment
New Source Review requirements under the FedeearCAir Act. Since receiving the letter, IPL managat has
met with the EPA staff regarding possible resohdiof the NOV. At this time, we cannot predict thémate
resolution of this matter. However, settlements litighted outcomes of similar cases have requi@dpanies to
pay civil penalties, install additional pollutionrmtrol technology on coal-fired electric generatingts, retire
existing generating units, and invest in additiocgratironmental projects. A similar outcome in tbése could have
a material impact on our business. We would seedvexy of any operating or capital expenditureateal to air
pollution control technology to reduce regulatedeanissions; however, there can be no assuranats/éwould
be successful in that regard. IPL has recordechingent liability related to this matter.

13. RELATED PARTY TRANSACTIONS

IPL participates in a property insurance programwiich IPL buys insurance from AES Global Insurance
Company, a wholly-owned subsidiary of AES. IPL @& self-insured on property insurance with the ptioa of a
$5 million self-insured retention per occurrencrcépt for IPL’s large substations, IPL does notyarsurance on
transmission and distribution assets, which areidened to be outside the scope of property insgrahES and
other AES subsidiaries, including IPL, also papite in the AES global insurance program. IPL pagsiums for
a policy that is written and administered by adiparty insurance company. The premiums paid ®tthird-party
administrator by the participants are deposited ntrust fund owned by AES Global Insurance Comgphant
controlled by the third-party administrator. Thestto IPL of coverage under this program was apprately $3.2
million, $3.1 million, and $2.9 million in 2014, 28 and 2012, respectively, and is recorde@timer operating
expensesn the accompanying Consolidated Statements ofhfiec As of December 31, 2014 and 2013, we had
prepaid approximately $3.1 million and $2.5 milljsaspectively, which is recorded Biepayments and other
current asseten the accompanying Consolidated Balance Sheets.

IPL participates in an agreement with Health andfslve Benefit Plans LLC, an affiliate of AES, torpeipate in a
group benefits program, including but not limited health, dental, vision and life benefits. Healtid Welfare
Benefit Plans LLC administers the financial aspecthie group insurance program, receives all puempayments
from the participating affiliates, and makes alhg#ler payments. The cost of coverage under thisranogvas
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approximately $20.1 million, $22.3 million, and $&2nillion in 2014, 2013 and 2012, respectivelyd &recorded
in Other operating expenses the accompanying Consolidated Statements ofiec As of December 31, 2014
and 2013 we had prepaid approximately $0.1 miliad $2.2 million for coverage under this plan, vahie
recorded irPrepayments and other current assetisthe accompanying Consolidated Balance Sheets.

AES files federal and state income tax returns tviciensolidate IPALCO and its subsidiaries, inclgdiRL. Under
a tax sharing agreement with IPALCO, IPL is resjiaagor the income taxes associated with its oaxable
income and records the provision for income taxsisgia separate return method. IPL had a receilzdiéaice
under this agreement of $0.3 million and $1.5 wiillas of December 31, 2014 and 2013, which is detbin
Prepayments and other current assetisthe accompanying Consolidated Balance Sheets.

Long-term Compensation Plan

During 2014, 2013 and 2012, many of IPL’s non-ureomployees received benefits under the AES Long-ter
Compensation Plan, a deferred compensation progrhisitype of plan is a common employee retentim tised
in our industry. Benefits under this plan are gedrih the form of performance units payable in casth AES
restricted stock units and options to purchaseeshair AES common stock. All such components vettinds over
a three-year period and the terms of the AES wrsttistock unit issued prior to 2011 also include@year
minimum holding period after the awards vest. Avgamthde in 2011 and for subsequent years will naubgect to
a two year holding period. In addition, the perfarmoe units payable in cash are subject to certgi® performance
criteria. Total deferred compensation expense dexbduring 2014, 2013 and 2012 was $0.7 million] $illion
and $0.8 million, respectively and was include®ther Operating Expenses IPL's Consolidated Statements of
Income. The value of these benefits is being reizegnover the 36 month vesting period and a poiisarcorded
as miscellaneous deferred credits with the remairetmrded aPaid in capitalon IPL’'s Consolidated Balance
Sheets in accordance with ASC 7T®mpensation — Stock Compensation.”

See also Note 11Pension and Other Postretirement Benefite'the audited Consolidated Financial Statemeits o
IPL for a description of benefits awarded to IPLpdoyees by AES under the RSP.

Service Company

In December 2013, an agreement was signed, eféedtimuary 1, 2014, whereby the Service Companynbega
providing services including accounting, legal, lmmmesources, information technology and otheramaite
services on behalf of companies that are partefis. SBU, including among other companies, IRie Bervice
Company allocates the costs for these servicesllmseost drivers designed to result in fair anditedle
allocations. This includes ensuring that the retgaaitilities served, including IPL, are not suli®itg costs
incurred for the benefit of non-regulated busines3etal costs incurred by the Service Companyndu2i014 on
behalf of IPL were $22.0 million. Total costs inged by IPL during 2014 on behalf of the Service @any were
$5.6 million. IPL had a prepaid balance of $0.4liomil to the Service Company as of December 31, 2014

14. SEGMENT INFORMATION
Operating segments are components of an entefprisehich separate financial information is avaiéabnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding haldcate

resources. All of IPL’s current business consi$the generation, transmission, distribution arié sé electric
energy, and therefore IPL had only one reportadfgrent.
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15. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Operating results for the years ended Decembe2(®Y4 and 2013, by quarter, are as follows:

2014
March 31 June 30 September 30  December 31
(In Thousands)
Operating revenue $ 355,303 $ 314,160 $ 335574 $ 316,637
Operating income 44,543 33,174 49,311 33,885
Net income 31,387 19,797 36,319 22,025
2013
March 31 June 30 September 30  December 31
(In Thousands)
Operating revenue $ 327,017 $ 299,569 $ 321,274 $ 307,874
Operating income 42,962 31,783 47,719 28,282
Net income 29,106 17,762 35,100 14,584

The quarterly figures reflect seasonal and weatlated fluctuations that are normal to IPL’s opierzs.

khkkkhkkkkkk
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindattdisclosed
in the reports that we file or submit under the liage Act, is recorded, processed, summarizedegooited within
the time periods specified in the SEC's rules amthb, and that such information is accumulated and
communicated to the principal executive officer anidicipal financial officer, as appropriate, ttoal timely
decisions regarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervisimhwith the participation of our management,udaig the
principal executive officer and principal financaéficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules B8a}®nd 15-d-15(e) as required by paragraph (H)eof
Exchange Act Rules 13a-15 or 15d-15) as of Dece®bg2014. Our management, including the principal
executive officer and principal financial officés,engaged in a comprehensive effort to reviewluata and
improve our controls; however, management doegxect that our disclosure controls or our inteouaitrols
over financial reporting will prevent all errorsdaall fraud. A control system, no matter how wedbijned and
operated, can provide only reasonable, not abs@stirance that the control system’s objectivii@imet.
Further, the design of a control system must réflee fact that there are resource constraintsilzntenefits of
controls must be considered relative to their cdstaddition, any evaluation of the effectivenegsontrols is
subject to risks that those internal controls magdme inadequate in future periods because of elsandusiness
conditions, or that the degree of compliance withpolicies or procedures deteriorates. We haegdsts in certain
unconsolidated entities. As we do not control onage these entities, our disclosure controls andeoiures with
respect to such entities is generally more limitezth those we maintain with respect to our conatdid
subsidiaries.

Based upon the controls evaluation performed, theipal executive officer and principal financificer have
concluded that as of December 31, 2014, our disotosontrols and procedures were effective to pi@vi
reasonable assurance that material informatiotimgléo us and our consolidated subsidiaries isnabad,
processed, summarized and reported within the pen@ds specified in the SEC’s rules and formsthati such
information is accumulated and communicated tqpttecipal executive officer and principal financaficer, as
appropriate, to allow timely decisions regardinguieed disclosures.

Management’s Report on Internal Control over Finangal Reporting

Management for the Company is responsible for &skibg and maintaining adequate internal contsaro
financial reporting, as defined in Rule 13a-15¢ipar the Exchange Act. The Company'’s internal cbmver
financial reporting is a process designed to prvi&hsonable assurance regarding the reliabilitynahcial
reporting and the preparation of financial statets\éor external purposes in accordance with GAA® iaoludes
those policies and procedures that:

= pertain to the maintenance of records that in meslsle detail, accurately and fairly reflect thentactions
and dispositions of the assets of the Company;

= provide reasonable assurance that transactione@veded as necessary to permit preparation ofidiaa
statements in accordance with GAAP, and that réseipd expenditures of the Company are being made
only in accordance with authorizations of manageraed directors of the Company; and

= provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, ose
disposition of the Company’s assets that could lzan®terial effect on the financial statements.
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Management assessed the effectiveness of ourahtawntrol over financial reporting as of DecemBgr 2014. In
making this assessment, management used theagtsgblished in Internal Control — Integrated Feaork issued
by the COSO in 2013.

Management’s Conclusion on Internal Control over Fnancial Reporting

Management has concluded that, as of Decembelr034, he Company maintained effective internal camstover
financial reporting.

Changes in Internal Controls

On May 14, 2013, the COSO issued an updated veodins Internal Control - Integrated Frameworke(t2013
Framework”). Originally issued in 1992 (the “199¢amework”), the framework helps organizations desig
implement and evaluate the effectiveness of interoatrol concepts and simplify their use and aggilon. The
1992 Framework remains available during the trasiperiod, which extended to December 15, 201tér afhich
time COSO was superseded by the 2013 Frameworlha¥e reviewed the 2013 Framework and integrated the
changes into the Company’s internal controls oiericial reporting.

In the course of our evaluation of disclosure aalstand procedures, management considered cantaimal
control areas in which we have made and are cantinto make changes to improve and enhance conBaked
upon that evaluation, the principal executive @fiand principal financial officer concluded thag¢ite were no
changes in our internal controls over financialor®pg identified in connection with the evaluatimyuired by
paragraph (d) of the Exchange Act Rules 13a-1%5dr15 that occurred during the quarter ended Deee3ib,
2014 that have materially affected, or are readyritdely to materially affect, our internal contsoover financial
reporting.

ITEM 9B. OTHER INFORMATION

Not applicable.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required to be furnished pursuarthts item with respect to Directors of IPALCO Mik set forth
under captioned “Election of Directors” in IPALCCPsoxy Statement to be furnished to shareholdecsiimection
with the solicitation of proxies by our board ofeafitors and is incorporated herein by reference.

The information required to be furnished pursuarthts item for IPALCO with respect to the idertdtion of the
Audit Committee, the Audit Committee financial erpand the registrant’s code of ethics will befseth under the
caption “Corporate Governance” in the Proxy Stateraad is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required to be furnished pursuarthts item for IPALCO will be set forth under thaption
“Executive Compensation” in the Proxy Statement igridcorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required to be furnished pursuarthts item for IPALCO will be set forth under thaptions
“Security Ownership of Certain Beneficial Owner&ecurity Ownership of Management” and “Equity
Compensation Plan Information” in the Proxy Statetvad is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR
INDEPENDENCE

The information required to be furnished pursuarthts item for IPALCO will be set forth under thaptions
“Related Transactions” and “Director Independerioghe Proxy Statement and is incorporated hergireference.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required to be furnished pursuarthts item for IPALCO will be set forth under thaption “Audit
and Non-Audit Fees” in the Proxy Statement andésiiporated herein by reference.

The Financial Audit Committee of AES pre-approvied audit and non-audit services provided by thepeddent
auditors for 2014 and 2013 for itself and its sdiagies, including IPALCO and its subsidiaries. S Financial
Audit Committee maintained its policy establishe®002 within which to judge if the independentitardmay be
eligible to provide certain services outside ofnitain role as outside auditor. Services withingbtablished
framework include audit and related services amthtetax services. Services outside of the framewequire
AES Financial Audit Committee approval prior to fherformance of the service. The Sarbanes-OxleyoA2002
addresses auditor independence and this framewadnisistent with the provisions of the Act. Novesas
performed by the independent auditor with respetPALCO and its subsidiaries were approved afterfact by
the AES Financial Audit Committee other than thitsst were considered to be de minimis and appraved
accordance with Regulation 2-01(c)(7)(i)(c) to Ragan S-X of the Exchange Act.

In addition to the pre-approval policies of the AE8ancial Audit Committee, the IPALCO board ofetitors has
established a pre-approval policy for audit, aveliited, and certain tax and other non-audit sesvi€he board of
directors will specifically approve the annual dawustirvices engagement letter, including terms aed,fwith the
independent auditor. Other audit, audit relatedtaraconsultation services specifically identifiedhe pre-
approval policy are pre-approved by the board iaors on an annual basis, subject to revieweaptilicy at least
annually. This pre-approval allows management quest the specified services on an as-neededdasig) the
year. Any such services are reviewed with the bo&xdirectors on a timely basis. Any audit or nartia services
that involve a service not listed on the pre-apptdigt must be specifically approved by the boairdirectors prior
to commencement of such work. No services wereaygpr after the fact by the IPALCO board of direstother
than those that were considered to be de minindsapproved in accordance with Regulation 2-01 §¢)(€) to
Regulation S-X of the Exchange Act.

Audit fees are fees billed or expected to be biigadur principal accountant for professional segsifor the audit
of IPALCO'’s audited Consolidated Financial Statetagimcluded in IPALCO’s annual report on Form 1Gd
review of financial statements included in IPALC@tgarterly reports on Form 10-Q, services thatnarenally
provided by our principal accountants in connectigth statutory, regulatory or other filings or eggments or any
other service performed to comply with generallgegated auditing standards and include comfort amdent
letters in connection with SEC filings and finarginansactions.

The following table lists fees billed to IPALCO fproducts and services provided by our principabaatants:

Years Ended December 31,

2014 2013
Audit Fees $ 883,000 811,000
Audit Related Fees:
Fees for the audit of IPL's employee benefit plans 56,000 56,000
Assurance services for debt offering documents 0,0 59,000
Other 10,000 —
Total Principal Accounting Fees and Services $ 1,009,000 926,000
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENTS AND FINANCI AL STATEMENT SCHEDULES

(a) Index to the financial statements, supplementatg dad financial statement schedules

IPALCO Enterprises, Inc. and Subsidiaries — Consotlated Financial Statements _Page
Report of Independent Registered Public Accourfiiingn — 2014, 2013 and 2012 55
Consolidated Statements of Income for the years@dimcember 31, 2014, 2013 and 2012 56
Consolidated Balance Sheets as of December 31,£12013 57
Consolidated Statements of Cash Flows for the yeaded December 31, 2014, 2013 and 2012 58
Consolidated Statements of Common Shareholder gyE(Reficit) for the years ended December

31, 2014, 2013 and 2012 59
Notes to Consolidated Financial Statements 60
Schedule | — Condensed Financial Information ofifemnt 135
Schedule Il — Valuation and Qualifying Accounts d&ekerves 141

Indianapolis Power & Light Company and Subsidiary —Consolidated Financial Statements
Report of Independent Registered Public Accounfiingn — 2014, 2013 and 2012 92
Consolidated Statements of Income for the years@imcember 31, 2014, 2013 and 2012 93
Consolidated Balance Sheets as of December 31,£12013 94
Consolidated Statements of Cash Flows for the yeaded December 31, 2014, 2013 and 2012 95
Consolidated Statements of Common Shareholder'&Efqu the years ended December 31, 2014,

2013 and 2012 96
Notes to Consolidated Financial Statements 97
Schedule Il — Valuation and Qualifying Accounts d&ekerves 141
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(b) Exhibits

Exhibit No.

Document

3.1

3.2

4.1*

4.2*

4.3

4.4+

4.5*

4.6*

4.7*

10.1*

10.2*

10.3*

10.4*

Third Amended and Restated Articles of Incoagtion of IPALCO Enterprises, Inc. (Incorporated
by reference to Exhibit No 3.1 to IPALCO’s Form 8-dated as of February 18, 2015)

Amended and Restated By-Laws of IPALCO EntsgsiiInc. (Incorporated by reference to
Exhibit No. 3.2 to IPALCO’s Form 8-K dated as offgary 18, 2015)

Pledge Agreement between IPALCO Enterprisas, &nd The Bank of New York Mellon Trust
Company, N.A. dated as of November 14, 2001

Mortgage and Deed of Trust, dated as of Mayau0, between IPL and the Bank of New York
Mellon Trust Company, NA, as successor in intet@gimerican National Bank & Trust
Company of Chicago, Trustee

The following supplemental indentures to therfgage and Deed of Trust referenced in 4.2
above:

*Third Supplemental Indenture, dated as of April 249

*Tenth Supplemental Indenture, dated as of Oct@b&®60

*Eighteenth Supplemental Indenture, dated as ofuzely 15, 1974

*Thirty-Seventh Supplemental Indenture, dated a®abber 1, 1993

*Forty-Eighth Supplemental Indenture, dated asapiuary 1, 2004

*Fifty-Second Supplemental Indenture, dated asepit&nber 1, 2006

*Fifty-Third Supplemental Indenture, dated as otder 1, 2006.

*Fifty-Fourth Supplemental Indenture, dated aswfell, 2007

*Fifty-Fifth Supplemental Indenture, dated as ofyMa 2009

*Fifty-Sixth Supplemental Indenture, dated as ofyMa 2009

*Fifty-Seventh Supplemental Indenture, dated asla§ 1, 2009

*Fifty-Eighth Supplemental Indenture, dated as ofyast 1, 2011

*Fifty-Ninth Supplemental Indenture, dated as ofgést 1, 2011

Sixtieth Supplemental Indenture, dated as of Nowemb 2011 (Incorporated by reference to
Exhibit No. 4.3 to IPALCO’s December 31, 2011 10-K)

Sixty-First Supplemental Indenture, dated as a&Jl, 2013 (Incorporated by reference to Exhibit
No. 4.1 to IPALCO'’s June 30, 2013 Form 10-Q)

Sixty-Second Supplemental Indenture, dated asreff 1u2014 (Incorporated by reference to
Exhibit No. 4.1 to IPALCO’s June 30, 2014 Form 1P-Q

Indenture between IPALCO Enterprises, Inc. &hd Bank of New York Mellon Trust Company,
N.A., as successor Trustee, dated as of April 088Zor the 7.25% Senior Secured Notes Due
2016

Pledge Agreement Supplement between IPALC@fpnises, Inc. and The Bank of New York
Mellon Trust Company, N.A., as successor CollatAgent, dated as of April 15, 2008, to the
Pledge Agreement between IPALCO Enterprises, Imd.Téhe Bank of New York Mellon
Trust Company dated as of November 14, 2001

Pledge Agreement Supplement between IPALCO Engsgrinc. and The Bank of New York
Mellon Trust Company, N.A., dated as of May 18, 2@d the Pledge Agreement between
IPALCO Enterprises, Inc. and The Bank of New YorklMn Trust Company, N.A., dated as
of November 14, 2001

Indenture between IPALCO Enterprises, Inc. and Baek of New York Mellon Trust Company,
N.A., as Trustee, dated as of May 18, 2011 fol5tlh@% Senior Secured Notes due 2018

Interconnection Agreement, dated as of Apri2008, between American Electric Power Service
Corporation, as agent for Indiana Michigan Powem@any, and IPL

Interconnection Agreement, dated as of De@rib1968, between IPL and Southern Indiana
Gas and Electric Company as modified through Modifon Number 11

Interconnection Agreement dated Decembe®&}11between IPL and Hoosier Energy Rural
Electric Cooperative, Inc., as modified through Miodtion 6

Tenth Supplemental Agreement to Interconoacigreement between IPL and PSI Energy, Inc.,
dated as of June 26, 2002, amending and complegsigting prior agreements
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10.9

21
311
31.2

32

101.INS
101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

$250,000,000 Revolving Credit Facilities Amedidnd Restated Credit Agreement by and
among Indianapolis Power & Light Company, the Lesd@arty thereto, PNC Bank, National
Association, as Administrative Agent, PNC Capitarikkts LLC, as Sole Bookrunner and
Sole Lead Arranger, Fifth Third Bank, as Syndicathgent and BMO Harris Bank N.A., as
Documentation Agent, Dated as of May 6, 2014 (Ipooated by reference to Exhibit No. 10.1
to IPALCO’s March 31, 2014 10-Q)

Subsidiaries of IPALCO Enterprises, Inc.

Certification by Chief Executive Officer recgdl by Rule 13a-14(a) or 15d-14(a).

Certification by Principal Financial Officezquired by Rule 13a-14(a) or 15d-14(a).

Certification required by Rule 13a-14(b) or 1BHb).

XBRL Instance Document (furnished herewtprovided in Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Schema Documemhi$hed herewith as provided in Rule 406T of
Regulation S-T)

XBRL Taxonomy Extension Calculation Linklea®ocument (furnished herewith as provided in
Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Definition Linkba@ecument (furnished herewith as provided in
Rule 406T of Regulation S-T)

XBRL Taxonomy Extension Label Linkbase Dowent (furnished herewith as provided in Rule
406T of Regulation S-T)

XBRL Taxonomy Extension Presentation LiskbBocument (furnished herewith as provided in
Rule 406T of Regulation S-T)

* Incorporated by reference to IPALCO’s RegistratBtatement on Form S-4 filed with the SEC on Oetdid, 2011.
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(c) Financial Statement Schedules

Schedules other than those listed below are omitsettie information is either not applicable, rgjuired, or has

been furnished in the financial statements or nitteieto included in Item 8 hereof.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT

IPALCO ENTERPRISES, INC.
Schedule | — Condensed Financial Information of Regtrant
Unconsolidated Balance Sheets
(In Thousands)

December 31,

2014 2013
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 1,785 $ 2,790
Deferred tax asset - current 20,231 40
Prepayments and other current assets 165 151
Total current assets 22,181 2,981
OTHER ASSETS:
Investment in subsidiaries 930,554 844,504
Other investments 3,178 3,078
Deferred tax asset — long term 282 27
Deferred financing costs 4,563 6,427
Total other assets 938,577 854,036
TOTAL $ 960,758 $ 857,017
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder’s equity:
Paid in capital $ 168,610 $ 61,468
Accumulated deficit (17,339) (13,694)
Total common shareholder’s equity 151,271 47,774
Long-term debt 798,653 797,752
Total capitalization 949,924 845,526
CURRENT LIABILITIES:
Accounts payable and accrued expenses 251 293
Accrued income taxes — 590
Accrued interest 10,583 10,583
Total current liabilities 10,834 11,466
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES — 25
TOTAL $ 960,758 $ 857,017

See notes to Schedule I.
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IPALCO ENTERPRISES, INC.
Schedule | — Condensed Financial Information of Regtrant
Unconsolidated Statements of Income
(In Thousands)

2014 2013 2012

Equity in earnings of subsidiaries $ 106,252 $ 93,344 $ 101,023
Income tax benefit — net 21,227 19,971 20,181
Interest on long-term debt (49,000) (49,000) (49,000)
Amortization of redemption premiums and expernse o (2,765) (2,581) (2,417)
Other — net (959) (898) (1,004)
NET INCOME $ 74,755 $ 60,836 $ 68,783

See notes to Schedule |I.
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IPALCO ENTERPRISES, INC.
Schedule | — Condensed Financial Information of Regtrant
Unconsolidated Statements of Cash Flows
(In Thousands)

2014 2013 2012
CASH FLOWS FROM OPERATIONS:

Net income $ 74,755 $ 60,836 $ 68,783

Adjustments to reconcile net income to net cash

provided by operating activities:

Equity in earnings of subsidiaries (106,252)  (93,344) (101,023)
Cash dividends received from subsidiary comgeni 127,400 90,150 96,914
Amortization of debt issuance costs and distoun 2,765 2,581 2,417
Deferred income taxes — net (20,445) 81 22
Charges related to early extinguishment of debt — 377 —

Change in certain assets and liabilities:

Income taxes receivable or payable (501) (681) (533)

Accounts payable and accrued expenses (599) (166) (546)

Other — net 255 (312) 166
Net cash provided by operating activi 77,378 59,522 66,200
CASH FLOWS FROM INVESTING ACTIVITIES:

Investment in subsidiaries (106,383) (49,073) 15
Net cash provided by (used in) investing activ (106,383) (49,073) 15
CASH FLOWS FROM FINANCING ACTIVITIES:

Dividends on common stock (78,400) (59,500) (66,600)
Equity contribution from AES 106,400 49,091 —
Net cash used in financing activit 28,000 (10,409) (66,600)
Net change in cash and cash equiva (1,005) 40 (385)
Cash and cash equivalents at beginning of period 2,790 2,750 3,135
Cash and cash equivalents at end of period $ 1,785 $ 2,790 $ 2,750

See notes to Schedule I.
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IPALCO ENTERPRISES, INC.

Schedule | - Condensed Financial Information of Reagtrant
Unconsolidated Statements of Common Shareholder'sgiity (Deficit)

(In Thousands)

2012

Beginning Balance

Net incom«

Distributions to AES
Contributions from AES
Balance at December 31, 2012
2013

Net incom«

Distributions to AES
Contributions from AES
Balance at December 31, 2013
2014

Net incom«

Distributions to AES
Contributions from AES
Balance at December 31, 2014

Paid in Capital Accumulated Deficit Total
$ 11,367 $ (17,213) $ (5,846)
68,783 68,783
(66,600) (66,600)
444 444
$ 11,811 $ (15,030) $ (3,219)
60,836 60,836
(59,500) (59,500)
49,657 49,657
$ 61,468 $ (13,694) $ 47,774
74,755 74,755
(78,400) (78,400)
107,142 107,142
$ 168,610 $ (17,339) $ 151,271

See notes to Schedule I.
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IPALCO ENTERPRISES, INC.
Schedule | — Condensed Financial Information of Rastrant
Notes to Schedule |

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting for Subsidiaries and Affiliates — IPALG@s accounted for the earnings of its subsidianiethe equity
method in the unconsolidated condensed financiatimation.

2. SHAREHOLDER'S EQUITY

On June 27, 2014, and July 31, 2013, IPALCO reckéauity capital contributions of $106.4 millionda$i49.1
million, respectively, from AES for funding needsated to IPL's environmental and replacement cggtivar
projects. IPALCO then made the same equity capdatributions to IPL.

Agreement to Sell Minority Interest in IPALCO

On December 15, 2014, AES announced that it entatecn agreement with CDPQ, a long-term institogil
investor headquartered in Quebec, Canada. Pursutrd agreement, on February 11, 2015 CDPQ psiechiom
AES 15% of AES U.S. Investments and 100 shareBAECO’s common stock were issued to CDPQ. In addliti
CDPQ agreed to invest approximately $349 milliohRALCO through 2016, in exchange for a 17.65% &qui
stake, funding existing growth and environmentajexcts at IPL.

After completion of these transactions, CDPQ’sdignd indirect interests in IPALCO will total 30%ES wiill
own 85% of AES U.S. Investments, and AES U.S. Itmests will own 82.35% of IPALCO. There will be no
significant change in management or operationalrobof AES U.S. Investments, IPALCO or IPL as auik of
these transactions.

In connection with the initial closing under the@egment, CDPQ, AES U.S. Investments, and IPALC@reqtinto
a Shareholders’ Agreement. The Shareholders’ Agee¢mstablished the general framework governing the
relationship between and among CDPQ and AES Uv@stments, and their respective successors ansfdrans,
as shareholders of IPALCO. Pursuant to the Shidets) Agreement, the board of directors of IPALGA
initially consist of 11 directors, two nominated G{PPQ and 9 nominated by AES U.S. Investments. The
Shareholders’ Agreement contains restrictions &LIFO making certain major decisions without theopri
affirmative vote of a majority of the board of diters of IPALCO. In addition, for so long as CDRQds at least
5% of IPALCO’s common shares, CDPQ will have reviwd consultation rights with respect to certaiioas of
IPALCO. Certain transfer restrictions and othansfer rights apply to CDPQ and AES U.S. Investsenter the
Shareholders’ Agreement, including certain rigttfiret offer, drag along rights, tag along righpsit rights and
rights of first refusal.

On February 11, 2015, in connection with the ihitlasing under the Subscription Agreement andetfiey into the
Shareholder’s Agreement, IPALCO submitted the Tindended and Restated Articles of Incorporatiorfiforg
with the Indiana Secretary of State, as approvedagiopted by the IPALCO Board. The purpose of thiedl
Amended and Restated Articles of Incorporatiomiarnend, among other things, Article VI of the Seto
Amended and Restated Articles of IncorporationRAILCO in order to effectuate changes to the sizk an
composition of the IPALCO Board in furtherance lod terms and conditions of the IPALCO Shareholder’s
Agreement.
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3. INDEBTEDNESS

The following table presents IPALCO'’s long-term étdedness:

December 31,
Series Due 2014 2013
(In Thousands)

Long-Term Debt

7.25% Senior Secured Notes April 2016 $ 400,000 $ 400,000
5.00% Senior Secured Notes May 2018 400,000 400,000
Unamortized discount — net (1,347) (2,248)

Total Long-term Debt 798,653 797,752

Less: Current Portion of Long-term Debt — —
Net Long-term Debt $ 798,653 $ 797,752

Long-term Debt
IPALCQO'’s Senior Secured Notes

The 2016 IPALCO Notes and 2018 IPALCO Notes areisztby IPALCO’s pledge of all of the outstanding
common stock of IPL.
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Valuation and Qualifying Accounts and Reserves
Years ended December 31, 2014, 2013 and 2012
(In Thousands)

Column A — Description Column B Column C — Additions Column D — Column E
Balance at Charged to Charged to Other Net Balance at
of Period Income Accounts Write-offs End ofibeé

Year ended December 31, 2014
Accumulated Provisions
Deducted from
Assets — Doubtful Accounts $ 1982 % 4852 $ — % 4,758 $ 2,076

Year ended December 31, 2013
Accumulated Provisions
Deducted from
Assets — Doubtful Accounts $ 2,047 $ 3,79 $ — % 3,855 $ 1,982

Year ended December 31, 2012
Accumulated Provisions
Deducted from
Assets —Doubtful Accounts $ 2081 % 3,397 $ — % 3,431 $ 2,047

INDIANAPOLIS POWER & LIGHT COMPANY and SUBSIDIARY
Valuation and Qualifying Accounts and Reserves
Years ended December 31, 2014, 2013 and 2012
(In Thousands)

Column A — Description Column B Column C — Additions Column D — Column E
Balance at Charged to Charged to Other Net Balance at
of Period Income Accounts Write-offs End ofibé

Year ended December 31, 2014
Accumulated Provisions
Deducted from
Assets — Doubtful Accounts $ 1982 % 4852 $ — $ 4,758 $ 2,076

Year ended December 31, 2013
Accumulated Provisions
Deducted from
Assets — Doubtful Accounts $ 2,047 $ 3,790 $ — $ 3,855 $ 1,982

Year ended December 31, 2012
Accumulated Provisions
Deducted from
Assets —Doubtful Accounts $ 2,081 % 3,397 $ — $ 3,431 $ 2,047
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, the rtegiig has duly
caused this report to be signed on its behalf bytidersigned, thereunto duly authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date: __ February 25, 2015 /s Kenneth J. Zagzebski
Kenneth J. Zagzebski
Chief Executive Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Signature Capacity Date
/sl Kenneth J. Zagzebski Chief Executive Officer and Director (Principal

Kenneth J. Zagzebski Executive Officer) February 25, 2015

/sl Thomas M. O’Flynn

Thomas M. O'Flynn Director February 25, 2015
[s/ Kelly M. Huntington .

Kelly M. Huntington Director February 25, 2015
[s/ Margaret E. Tigre .

Margaret E. Tigre Director February 25, 2015
[s/ Richard A. Sturges .

Richard A. Sturges Director February 25, 2015
[s/ Paul L. Freedman .

Paul L. Freedman Director February 25, 2015
[s/ Michael S. Mizell .

Michael S. Mizell Director February 25, 2015
[s/ Andrew J. Horrocks .

Andrew J. Horrocks Director February 25, 2015
/s/_C_)I|V|er Renault Director February 25, 2015
Olivier Renault

[s/ Renaud Faucher .

Renaud Eaucher Director February 25, 2015
[s/ Craig L. Jackson Chief Financial Officer and Director (Principal

Craig L. Jackson Financial Officer) February 25, 2015

/sl Kurt A. Tornquist
Kurt A. Tornquist

Controller (Principal Accounting Officer) February 25, 2015

Supplemental Information to be Furnished With Repots Filed Pursuant to Section 15 (d) of the Act by
Registrants Which Have Not Registered Securities Psuant to Section 12 of the Act

No annual report or proxy material has been sesetarity holders.
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

I, Kenneth J. Zagzebski, certify that:

1. | have reviewed this annual report on Form 16fKPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does notado@ny untrue statement of a material fact or eondtate a
material fact necessary to make the statements,nraliight of the circumstances under which suetesnents
were made, not misleading with respect to the pecavered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in thiport, fairly
present in all material respects the financial dom results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainiisgldsure controls
and procedures (as defined in Exchange Act Rulesl®8) and 15d-15(e)) and internal control oveariicial
reporting (as defined in Exchange Act Rules 13d}¥8(d 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to
the registrant, including its consolidated subsid& is made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presented i
this report our conclusions about the effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in thesegnt’s internal control over financial reportittgt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registfarguditors and the audit committee of the regmtsaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weakses in the design or operation of internal cbntro
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifi
role in the registrant’s internal control over fireéal reporting.

Date:  February 25, 2015 /s/ Kenneth J. Zagdebsk
Kenneth J. Zagzebski
Chief Executive Officer
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Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

I, Craig L. Jackson, certify that:

1. | have reviewed this annual report on Form 16fKPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does notado@ny untrue statement of a material fact or eondtate a
material fact necessary to make the statements,nralight of the circumstances under which sueteshents
were made, not misleading with respect to the pec@vered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly
present in all material respects the financial dom results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls
and procedures (as defined in Exchange Act Rulasl®8e) and 15d-15(e)) and internal control oveatiicial
reporting (as defined in Exchange Act Rules 13d)X6(d 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procegdorecaused such disclosure controls and
procedures to be designed under our supervisicangare that material information relating to
the registrant, including its consolidated subsid& is made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financggdarting, or caused such internal control over
financial reporting to be designed under our suig@m, to provide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presented i
this report our conclusions about the effectiveradshe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in thesegnt’s internal control over financial reportittgt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgtd, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registrarguditors and the audit committee of the regmtssboard of
directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal cbntro
over financial reporting which are reasonably §kel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sayniifi
role in the registrant’s internal control over firtéal reporting.

Date:  February 25, 2015 /sl Craig L. Jackson
Craig L. Jackson
Chief Financial Officer
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Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-144) of the Securities and Exchange Act of 1934 and
Pursuant to Section 1350 of Chapter 63 of Title 18f the United States Code as adopted pursuant to &®n
906 of the Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Annual Report on Form 1@sKthe year
ended December 31, 2014 (the “Report”) for the psiepof complying with Rule 13a-14(b) or Rule 15dk)4f the
Securities Exchange Act of 1934 and Section 1330hafpter 63 of Title 18 of the United States Code.

Kenneth J. Zagzebski, Chief Executive Officer, &mdig L. Jackson, Chief Financial Officer of IPALCO
Enterprises, Inc. (IPALCO"), each certifies thett,the best of his knowledge:
1. The Report fully complies with the requiremesit$Section 13(a) or 15(d) of the Securities Excleang
Act of 1934; and
2. The information contained in the Report fairhegents, in all material respects, the financialdéton
and results of operations of IPALCO.

Date:  February 25, 2015 /s/ Kenneth J. Zagdebsk
Kenneth J. Zagzebski
Chief Executive Officer

Date:  February 25, 2015 /s/ Craig L. Jackson
Craig L. Jackson
Chief Financial Officer

A signed original of this written statement reqditgy Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the SEC osiiggf upon request.
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